The Boss's Dilemma: Mark Twain and the Relation of Technology and Society by Kehlenbach, Emil Stefan
Persistent link: http://hdl.handle.net/2345/2597
This work is posted on eScholarship@BC,
Boston College University Libraries.
Boston College Electronic Thesis or Dissertation, 2012
Copyright is held by the author, with all rights reserved, unless otherwise noted.
The Boss's Dilemma: Mark Twain and
the Relation of Technology and Society
Author: Emil Stefan Kehlenbach
%RVWRQ&ROOHJH
7KH*UDGXDWH6FKRRORI$UWVDQG6FLHQFHV
'HSDUWPHQWRI3ROLWLFDO6FLHQFH
7+(%266¶6',/(00$
0$5.7:$,1$1'7+(5(/$7,212)7(&+12/2*<
$1'62&,(7<
%\
(0,/67()$1.(+/(1%$&+
6XEPLWWHG,Q3DUWLDO)XOILOOPHQWRIWKH5HTXLUHPHQWVIRUWKH
'HJUHHRI0DVWHURI$UWV
$SULO
&RS\ULJKWE\(PLO6WHIDQ.HKOHQEDFK
$FNQRZOHGJHPHQWV
,ZRXOGOLNHWRWDNHWKLVRSSRUWXQLW\WRWKDQNHYHU\RQHZKRKDVPDGHWKLVWKHVLVSRVVLEOH
,ZRXOGOLNHWRWKDQN3DWWL3KLOLSSRQDQGDOORIWKHVWDIIDWWKH0DUN7ZDLQ+RXVHLQ:HVW
+DUWIRUG&RQQHFWLFXWIRUWKHLUKHOSDQGLQVSLUDWLRQ,ZRXOGDOVROLNHWRWKDQNP\IHOORZ
JUDGXDWHVWXGHQWVLQWKH3ROLWLFDO6FLHQFHGHSDUWPHQWDW%RVWRQ&ROOHJHIRUWKHLU
HQFRXUDJHPHQWDQGOLYHO\GLVFXVVLRQZKLFKKDYHEHHQLQFUHGLEO\KHOSIXOLQERWKWKH
IRUPXODWLRQRIWKLVWKHVLVDQGLQNHHSLQJP\PRUDOHKLJKGXULQJWKHORQJSURFHVV)LQDOO\
WKLVSURMHFWZRXOGQRWKDYHEHHQSRVVLEOHZLWKRXWWKHWLUHOHVVHIIRUWVRIP\WZRDGYLVRUV
6XVDQ6KHOODQG5REHUW)DXONQHUZKRKDYHSURYLGHGDGYLFHJXLGDQFHHGLWRULDO
VXJJHVWLRQVDQGWKHXVHRIPXFKRIWKHLUWLPH
7KH%RVV¶V'LOHPPD
0DUN7ZDLQDQG7KH5HODWLRQRI7HFKQRORJ\DQG6RFLHW\
(PLO6WHIDQ.HKOHQEDFK
6XVDQ6KHOO$GYLVRU
$EVWUDFW
0DUN7ZDLQ¶VXQGHUVWDQGLQJRIWKHUHODWLRQVKLSEHWZHHQWHFKQRORJ\DQGVRFLHW\LV
FRPSOLFDWHGDQGGHOLYHUHGWKURXJKPDQ\RIKLVLQGLYLGXDOZRUNVLQFOXGLQJ$
&RQQHFWLFXW<DQNHHDQG7KH$PHULFDQ&ODLPDQW7KURXJKDFORVHUHDGLQJRI
&RQQHFWLFXW<DQNHHZLWKDGGLWLRQDOVXSSRUWIURP7KH$PHULFDQ&ODLPDQW,DPWR
GHYHORSDIXOOHUXQGHUVWDQGLQJRIWKLVUHODWLRQVKLSDQGKRZ7ZDLQ¶VWKRXJKWUHIOHFWVRQ
PRGHUQVRFLHW\
7DEOHRI&RQWHQWV
,QWURGXFWLRQ
&KDSWHU7KH,PSRUWDQFHRI7ZDLQ
:K\/LWHUDWXUH"
:K\7ZDLQ"
6FKRODUO\/LWHUDWXUH
&KDSWHU2Q+XPDQ)UHHGRPDQG'HPRFUDF\
7ZDLQDQG+XPDQ1DWXUH
$PHULFDQ'HPRFUDF\
,PSURYLQJ$PHULFD
&KDSWHU,QWURGXFLQJ+DQN0RUJDQ
+DQNDQG7ZDLQ
+DQN¶V)UHHGRP
&KDSWHU7KH'HPRFUDWLF$UURJDQFH
2EWDLQLQJ3RZHU
7KH³5DEELWV´DQG³&KLOGUHQ´
'HQLDORI5DWLRQDOLW\
:RPHQLQ&DPHORWDQG&RQQHFWLFXW
,PSOLFDWLRQRI&KLOGLVK1DPHV
+DQN¶V1HZ+LHUDUFK\
&KDSWHU6RFLDOYV7HFKQRORJLFDO5XOH
³%RVVLQJ´D*RYHUQPHQW
.LQJ$UWKXUDVWKH6RFLDO3ROLWLFLDQ
3XWWLQJWKH7ZR7RJHWKHU
&KDSWHU7KH/LPLWDWLRQVRI7HFKQRORJ\
7KH/LPLWVRI7HFKQRORJ\
7KH0DQ)DFWRULHVDQGWKH&RQFHSWRI0DQDVD0DFKLQH
&KDSWHU7HFKQRORJ\DQG6RFLHW\
'HPRFUDF\DVWKH7HFKQRORJLFDO*RYHUQPHQW
,QWURGXFWLRQ
7KHUHODWLRQEHWZHHQVRFLHW\DQGWHFKQRORJ\LVRQHRIWKHGHILQLQJFKDUDFWHULVWLFVRI
PRGHUQLW\$WWLPHVWKLVUHODWLRQVKLSVHHPVWHQXRXVDWEHVWZLWKWKHDGYDQFHVRIWHFKQRORJ\
RIWHQWLPHVFRPLQJLQWRFRQIOLFWZLWKWKHJRRGVRIVRFLHW\RUVRFLHW\EHLQJIRUFHGWRDGDSWRU
FDWFKXSWRWKHFKDQJHVEURXJKWDERXWE\WHFKQRORJLFDOLQQRYDWLRQ0DUN7ZDLQLVVHQVLWLYHWR
WKLVFRQFHSWDQGEULQJVRXWWKLVGLIILFXOW\ZLWKLQ$&RQQHFWLFXW<DQNHH,Q.LQJ$UWKXU¶V&RXUW
:LWKLQWKLVQRYHO7ZDLQDWWHPSWVWRXQGHUVWDQGWKLVSUREOHPE\UHPRYLQJWKH&RQQHFWLFXW
<DQNHHIURPWKHFRQWH[WRIKLVWKFHQWXU\1HZ(QJODQGH[LVWHQFHDQGSODFLQJKLPLQDQ
HQWLUHO\QRQWHFKQRORJLFDOVRFLHW\7KURXJKWKHPDLQFKDUDFWHU+DQN0RUJDQ¶VLQWHUDFWLRQVDQG
DWWHPSWVWRPRGHUQL]HWKLVDQWLTXDWHGVRFLHW\DQGWKHGLVDVWURXVUHVXOWVWKDWIROORZ7ZDLQLVDEOH
WRVKHGOLJKWRQWKHUHDVRQVZK\FHUWDLQVRFLHWLHVDGDSWPRUHHDVLO\WRQHZWHFKQRORJLHVDQG
ZK\GHPRFUDFLHVVHHPWREHSDUWLFXODUO\DGDSWHGIRUWHFKQRORJLFDOGHYHORSPHQW,QWKLVSDSHU,
ZLOOEHXQGHUWDNLQJDFORVHUHDGLQJRI$&RQQHFWLFXW<DQNHHLQ.LQJ$UWKXU¶V&RXUWDVZHOODV
VHYHUDORWKHUZRUNVE\7ZDLQZLWKWKHJRDORIIXOO\XQGHUVWDQGLQJ7ZDLQ¶VIRUPXODWLRQRIWKLV
SUREOHPDQGKLVSRVVLEOHVXJJHVWLRQVRIDVROXWLRQ
7KH,PSRUWDQFHRI7ZDLQ
:K\/LWHUDWXUH"
/LWHUDWXUHDVDZKROHRFFXSLHVDXQLTXHSODFHLQDFDGHPLFWKRXJKWLWLVDSRSXODU
HQWHUWDLQPHQWPHGLXPWKDWKDVWKHSRWHQWLDOWRGHYHORSFRPSOH[SKLORVRSKLFDOLGHDV,WLVWKLV
FRPELQDWLRQRIWKHSRSXODUDQGWKHSKLORVRSKLFDOWKDWPDNHVLWZRUWK\IRUVWXG\HVSHFLDOO\ZKHQ
WKHSKLORVRSKLFHOHPHQWVRIWKHQRYHOLQYROYHTXHVWLRQVRISROLWLFDOWKHRU\7KHDGYDQWDJHRIWKH

QRYHOLVLWVSRSXODUQDWXUH7KHDXWKRURIWKHSKLORVRSKLFDOQRYHOKDVPDGHDFOHDUGHFLVLRQWR
EUHDNIURPWKHIROGRIWUDGLWLRQDOSKLORVRSKLFZULWLQJDQGSUHVHQWKLVLGHDVLQDGLIIHUHQWZD\7KLV
FKDQJHLQGHOLYHU\GRHVQRWPDNHWKHZRUNOHVVYDOXDEOHLQIDFWLWPD\DFWXDOO\EHWKHRSSRVLWH
7KHSUHVHQWDWLRQRISKLORVRSKLFDOLGHDOVZLWKLQWKHIUDPHZRUNRIDQRYHOPD\PDNHWKHVHLGHDV
PRUHHDVLO\DFFHSWHGE\UHDGHUV7KLVWKHQIXOILOOVWKHJUHDWJRDORISKLORVRSK\ZKLFKLVWR
SUHVHQWLGHDVDQGDUJXPHQWVDQGKDYHWKHPDFFHSWHGE\ERWKDFDGHPLFSHHUVDQGWKHSXEOLF
3HUKDSVWKLVFDQEHVHHQDVJRLQJWRRIDUEXW,WKLQNWKDWLIDSKLORVRSKHULVSUHVHQWLQJDYLHZ
WKDWKHEHOLHYHVLVIXQGDPHQWDOO\FRUUHFWKHLQVRPHZD\DVVHUWVWKHLGHDWKDWWKHHQWLUHZRUOG
VKRXOGNQRZRIKLVLGHDVDQGDGRSWWKHPEHFDXVHKHEHOLHYHVWKHPWREHWUXHRUVKRZVRPH
WUXWKDERXWWKHZRUOG&DWKHULQH=XFNHUWDOVRSRLQWVRXWWKDWSRSXODUFXOWXUHKDVDQLQFUHGLEO\
SHUVXDVLYHHIIHFWRQSROLWLFVDQGLIRQHZDQWVWRFRPHWRDIXOOXQGHUVWDQGLQJDERXWSROLWLFVRID
FHUWDLQSHULRGRQHPXVWVWXG\WKHLQIOXHQWLDOSRSXODUZRUNV6KHFODLPVPRUHJHQHUDOO\³WKDW
WKHVWXG\RIOLWHUDWXUHKDVVRPHWKLQJWRDGGWRWKHVWXG\RISROLWLFV´,GREHOLHYHWKDWRQHFDQJR
IXUWKHUDQGVD\WKDWOLWHUDWXUHFDQEHYDOXDEOHHYHQUHPRYHGIURPLWVKLVWRULFDOFRQWH[W
:K\7ZDLQ"
0DUN7ZDLQRFFXSLHVDXQLTXHSHULRGLQ$PHULFDQKLVWRU\%HJLQQLQJZLWKWKH$PHULFDQ
5HYROXWLRQXSWRDQGWKURXJKWKH&LYLO:DUWKHIXQGDPHQWDO$PHULFDQLGHQWLW\ZDVVWLOOYHU\
PXFKWLHGZLWKWKH(XURSHDQRQH'HVSLWH$PHULFD¶VRULJLQVLQDIXQGDPHQWDOUHEHOOLRQIURPWKH
(XURSHDQPRGHORIJRYHUQPHQWWKHFXOWXUDODQGSKLORVRSKLFWLHVEHWZHHQWKHWZRUHJLRQV
UHPDLQHGYHU\FORVH,WWRRNWKHILJKWLQJRIWKH$PHULFDQ&LYLO:DUDQGWKHVXEVHTXHQWUHEXLOGLQJ
DQGZHVWZDUGH[SDQVLRQWRVROLGLI\RUFUHDWHDWUXO\$PHULFDQLGHQWLW\5LGLQJWKHOHDGLQJHGJHRI
WKLVZDV7ZDLQKLPVHOI+HH[SHULHQFHGDQGGHVFULEHGHYHU\DVSHFWRIWKH³$PHULFDQ
H[SHULHQFH´GXULQJWKLVSDUWLFXODUHUD$FKURQRORJLFDOHYHQELRJUDSKLFWUHDWPHQWRIWKHPDMRU

HYHQWVLQKLVOLIHVKRZVKRZKHZDVH[SOLFLWO\WLHGWRWKHVRXORIWKHQDWLRQ%RUQLQ0LVVRXULKLV
HDUO\OLIHUHYROYHGDURXQGWKHVPDOOWRZQRI+DQQLEDOZKLFKWKHQEHFRPHVERWKWKHORFDWLRQDO
DQGWKHPDWLFEDFNGURSIRU7RP6DZ\HUDQG+XFNOHEHUU\)LQQSXEOLVKHGPXFKODWHU+HWKHQ
DIWHUZRUNLQJDVDSULQWHUEHFRPHVD³FXESLORW´RQD0LVVLVVLSSL5LYHUVWHDPERDWZKLFK
SURYLGHVWKHH[SHULHQFHVIRU/LIHRQWKH0LVVLVVLSSL$IWHUWKHRXWEUHDNRIWKH&LYLO:DU7ZDLQ
KDVDWZRZHHNORQJVWLQWLQWKH&RQIHGHUDWHLUUHJXODUVEHIRUHVHWWLQJRXWZHVWDWLPHZKLFK
SURYLGHVWKHWKHPHVRI0DQLIHVW'HVWLQ\DQGZHVWHUQH[SDQVLRQZKLFKZHUHWUHDWHGLQKLVHDUO\
ZULWLQJVDQGLQ5RXJKLQJ,W$IWHUWKLVEDVHGRQKLVVXFFHVVDVDUHSRUWHULQ&DOLIRUQLDDQGLQWKH
6DQGZLFK,VOHVKHLVRIIHUHGDFKDQFHWRWUDYHODVDFRUUHVSRQGHQWWR(XURSHDQGWKH+RO\
/DQG+HSXEOLVKHVWKHVHREVHUYDWLRQVRQDQ$PHULFDQUHWXUQLQJWRWKH³2OG:RUOG´LQ,QQRFHQWV
$EURDG$IWHUUHWXUQLQJKRPH7ZDLQHPEDUNHGRQKLVPRVWIDPRXVH[SORUDWLRQGHILQLQJUDFH
UHODWLRQVDQGWKHSUREOHPVDQGEHQHILWVLQWKHQHZO\UHFRQVWUXFWHG$PHULFD,WZDVLQGRLQJVR
WKDWKHSXEOLVKHGKLVPRVWIDPRXVZRUNVLQFOXGLQJ+XFN)LQQDQG&RQQHFWLFXW<DQNHH7KHVH
H[SHULHQFHVZLWKLQWKHH[FHSWLRQDOOLIHRI0DUN7ZDLQEHFRPHWKHLQVSLUDWLRQIRUKLVQRYHOVDQG
ZULWLQJVWKDWWKHQDUHDEOHWRWUDQVFHQGWKLVKLVWRULFDOSHULRGDQGJHWDWDODUJHUWKHPH
$VRQHRI$PHULFD¶VPRVWIDPRXVKXPRULVW7ZDLQLVRIWHQUHOHJDWHGWRWKHUHDOPRIZLWW\
TXRWDWLRQVRUVHHQDVDVLPSOH³WHOOHURIMRNHV´EXWWKHWUXHQDWXUHRIKLVKXPRUJRHVEH\RQG
WKDW+LVKXPRUKLQWVODUJHO\DWDGDUNHUWUXWKDQGWKHSXUSRVHRIWKHMRNHRIWHQKROGVDODUJHU
PHDQLQJWKDQWKHMRNHLWVHOI7KHZD\WKDWYLROHQFHDQGNLOOLQJDUHSRUWUD\HGLQ&RQQHFWLFXW
<DQNHHLVDSULPHH[DPSOHRIWKLV7KLVYLROHQFHIROORZVDQRWLFHDEOHVSOLWEHWZHHQEHLQJ
KXPRURXVHYHQVODSVWLFNDQGVRPEHUPDVVDFUH:HVHH+DQNFDVXDOO\PRZGRZQGR]HQVRI
NQLJKWVZLWKDSDLURIVL[VKRRWHUVGXULQJWKHWRXUQDPHQWZLWKFRPHGLFJOHHEXWWKHILQDOEDWWOHLV
SUHVHQWHGZLWKWKHDOOVHULRXVQHVVWKDWVXFKDEDWWOHGHVHUYHV7KHGLVFUHSDQFLHVEHWZHHQ
WKHVHWZRHYHQWVKLJKOLJKWWKHWKHPDWLFFKDQJHVLQWKHSUHVHQWDWLRQRIDYHU\VLPLODUWKHPH7KH

IXQGDPHQWDOFKDOOHQJHWKHQEHFRPHVWHDVLQJRXWZK\FHUWDLQVLWXDWLRQVDUHSUHVHQWHGLQD
KXPRURXVPDQQHUDQGZK\VRPHDUHQRW7ZDLQ
VKXPRULVJHQHUDOO\XVHGDVDPHDQVWR
LQWURGXFHDQXQSOHDVDQWRUFRQWURYHUVLDOWRSLFWRJHWKLVDXGLHQFHRQKLVVLGHEHIRUHWDNLQJWKDW
WRSLFWRLWVH[WUHPH7KHSUHVHQWDWLRQRIWKHWRXUQDPHQWWKHQFDQEHVHHQDV7ZDLQ¶VLQWURGXFLQJ
WKHUHDGHUWR+DQN¶VLQLWLDOHDV\DFFHSWDQFHRIXVLQJKLVPDVVLYHWHFKQRORJLFDODGYDQWDJHIRU
YLROHQWHQGV7ZDLQWKHQVKRZVKRZWKLVFRQFHSWFDQEHWDNHQWRLWVH[WUHPHZKHQWKHVH
WHFKQRORJLFDODGYDQWDJHVWXUQDEDWWOHLQWRDPDVVLYHVODXJKWHUOHDYLQJ+DQNDQGKLV³ER\V´WR
VXIIRFDWHRQWKHIXPHVRIWKHURWWLQJGHDG7ZDLQLVDWWHPSWLQJWRSRLQWRXWWKDWWKHXQGHUVWDQGLQJ
RIWHFKQRORJ\DVDDFFHSWDEO\GHVWUXFWLYHGHYLFHFRXSOHGZLWKWKHGHQLDORIIXOOUDWLRQDOLW\WRWKH
NQLJKWVLQ.LQJ$UWKXU¶VFRXUWFDQHDVLO\OHDGWRWUDJLFHIIHFWV,WLVLPPHQVHO\LPSRUWDQWWR
DWWHPSWWRXQGHUVWDQGZKDWWKHSXUSRVHRI7ZDLQ¶VKXPRULVDVYHU\UDUHO\LVLWVLPSO\IRULWV
RZQVDNH
+RZHYHU7ZDLQ¶VLPSRUWDQFHJRHVEH\RQGWKDWRIDVLPSOHREVHUYHUDQGPDVWHURI
KXPRUHYHQKXPRUWKDWKLQWVDWDODUJHUWKHPH+LVWKRXJKWVDUHDOVRLPPHQVHO\YDOXDEOHWRWKH
VWXG\RISROLWLFV7ZDLQKDGDQLQWLPDWHUHODWLRQVKLSZLWK$PHULFDQSROLWLFVIRUDQH[WHQGHGSHULRG
RIWLPHHVSHFLDOO\ZKHQKHZDVPRVWSUROLILF+LVIDPHDWWUDFWHGIDPRXVSROLWLFDOILJXUHVDQGKLV
ZRUNDOUHDG\H[SUHVVLQJKLQWVRIKLVSROLWLFDOREVHUYDWLRQVUHIOHFWHGPRUHRIKLV³LQVLGHU´VWDWXV
7ZDLQSXEOLVKHG8O\VVHV6*UDQW¶VPHPRLUVDQGZDVFRQVLGHUHGDFORVHIULHQG+HDOVR
PDLQWDLQHGUHODWLRQVKLSVZLWK*URYHU&OHYHODQGDQG)UHGULFN'RXJODVVDVZHOODVEHLQJ
LQYROYHGLQVHYHUDOLQIOXHQWLDOVRFLDOFLUFOHV7KURXJKWKHVHH[SHULHQFHVKHJUHZWRKROGWKH
SROLWLFDORSLQLRQVWKDWKHH[SUHVVHGLQKLVZULWLQJVLQFOXGLQJWKRVHRQWKHXVHOHVVQHVVRIWKH
SDUW\V\VWHPDVZHOODVWKHLQKHUHQWLQHTXDOLW\SUHVHQWLQDOOSROLWLFDOUHJLPHV7KHVHWKRXJKWV
FRPHRXWLQ7ZDLQ¶VODWHUZRUNVLQFOXGLQJ&RQQHFWLFXW<DQNHHDQG7KH$PHULFDQ&ODLPDQWWZR
RI7ZDLQ¶VPRVWRYHUWO\SROLWLFDOQRYHOVDVZHOODVVRPHRIKLVVKRUWVWRULHVZKLFKRIWHQH[SORUH

DSROLWLFDOWKHPH
7KHWDVNRIUHDGLQJDQGLQWHUSUHWLQJWKHZRUNVRI7ZDLQHVSHFLDOO\ZKHQWKHJRDOLVWR
LQWHUSUHWWKHPDVSKLORVRSK\RUZRUNVRISROLWLFDOWKRXJKWVHHNLQJWKHXQGHUO\LQJWHDFKLQJVWKDW
7ZDLQLVDWWHPSWLQJWRVHWIRUZDUGLVPDGHPXFKPRUHFRPSOLFDWHGGXHWRWKHQDWXUDOO\
GHFHSWLYHQDWXUHRI7ZDLQKLPVHOIDQGWKLVDVSHFWFRPHVRXWLQKLVZULWLQJ,WLVLPSRUWDQWWR
XQGHUVWDQGWKDWWKHQDPH0DUN7ZDLQLVPRUHWKDQMXVWDSVHXGRQ\PIRUWKHPDQ6DPXHO
&OHPHQV,WLVDFKDUDFWHUWKDW&OHPHQVSHUIHFWHGWKURXJKRXWKLVOLIH2QHFRXOGHYHQWUDFNWKH
SURJUHVVLRQRIWKHFKDUDFWHULQUHODWLRQWRWKHPDQWKURXJKRXWKLVFDUHHU,QPRVWRI&OHPHQV¶
HDUO\ZRUNVWKHFKDUDFWHURI0DUN7ZDLQDQGWKHDXWKRU6DP&OHPHQVDUHYHU\FORVHO\WLHGLI
QRWLQGLVWLQJXLVKDEOH)RUH[DPSOHWKHQDUUDWRULQ³7KH&HOHEUDWHG-XPSLQJ)URJRI&DODYDUDV
&RXQW\´LV0DUN7ZDLQWKHFKDUDFWHUEXWLWLVFORVHO\EDVHGRQ6DP&OHPHQVWKHDXWKRUDQGDW
YDULRXVWLPHV&OHPHQVKLPVHOIGHVFULEHGKRZWKHHYHQWVWKDWRFFXUUHGWRWKHQDUUDWRUDOVR
RFFXUUHGWRKLP+RZHYHUWKLVLVQRWDOZD\VWKHFDVH6DP&OHPHQVEHJLQVWRJURZDSDUWIURP
KLVDOWHUHJRDQGKLVDOWHUHJREHJLQVWRWDNHRQDOLIHRILWVRZQ7KLVEHFRPHVDSSDUHQWZLWKLQ
KLVODWHUZRUNVHVSHFLDOO\FRPSDUHGWRKLVSHUVRQDOOHWWHUVDQGWKHZULWLQJVLQKLVYDULRXV
DXWRELRJUDSKLFDOIUDJPHQWV7KLVEHFRPHVHYHQPRUHFRPSOH[ZKHQ7ZDLQKLPVHOIEHFRPHVD
FKDUDFWHUZLWKLQKLVRZQZRUNV+HVHUYHVDVQDUUDWRUIRUPRVWRIKLVVKRUWVWRULHVDQGLVHYHQ
WHFKQLFDOO\WKHQDUUDWRURI&RQQHFWLFXW<DQNHH:KHQ7ZDLQLQWURGXFHVKLPVHOIDVDILFWLRQDO
QDUUDWRURIRQHRIKLVZRUNVDVKHRIWHQGRHVWKHWDVNRIXQGHUVWDQGLQJZKDWSUHFLVH
DUJXPHQWVKHLVDWWHPSWLQJWRSXWIRUZDUGEHFRPHVHYHQPRUHFRPSOLFDWHG7KLVLVEHFDXVH
RQHWKHQKDVWRXQUDYHOZKDW0DUN7ZDLQWKHDXWKRUDQG0DUN7ZDLQWKHQDUUDWRUDUHVD\LQJ
DQGKRZWKHVHWZRRIWHQGLIIHUHQWSHUVSHFWLYHVUHIOHFWZKDW6DPXHO&OHPHQV¶LQWHQWLRQVDUH
,QRUGHUWRFRPHWRDQ\IXOOFRQFOXVLRQUHJDUGLQJ7ZDLQ¶VSUHFLVHWKRXJKWVRQHPXVWEH

H[WUDRUGLQDULO\FDUHIXO:LWK7ZDLQDV,KDYHPHQWLRQHGEHIRUHKLVXVHRIKXPRULVXVXDOO\D
PHDQVWRDQHQGVRWUDFLQJZK\KHWHOOVDFHUWDLQMRNHLQDVSHFLILFZD\DOORZVIRUVRPHLQVLJKW
LQWRWKHDUJXPHQWEHKLQGWKHKXPRU+RZHYHU7ZDLQDGYDQWDJHRXVO\KDVDWHQGHQF\WRUHSHDW
WKHPHVDQGDUJXPHQWVDFURVVGLIIHUHQWZRUNV7KLVDOORZVWKHUHDGHUWRWUDFNDUJXPHQWVDQG
WKRXJKWVDFURVVWKHGLIIHUHQWZRUNVDQGFRPHWRDIXOOHUXQGHUVWDQGLQJRIZKDW7ZDLQRU
&OHPHQVWKRXJKWDERXWDVSHFLILFVXEMHFW
)RUVLPSOLFLW\,ZLOOEHWUHDWLQJ7ZDLQDQG&OHPHQVDVWKHVDPHSHUVRQEXW,ZLOOVWLOOEH
DLPLQJDWXQGHUVWDQGLQJWKHWUXHWKRXJKWVDQGDUJXPHQWVWKDW&OHPHQV¶ZDVSXWWLQJIRUZDUGEXW
ZKHQWKHUHLVDVLJQLILFDQWGLVWLQFWLRQEHWZHHQWKHFKDUDFWHURI7ZDLQDQGWKHSHUVRQ&OHPHQV,
ZLOOPDNHWKDWGLVWLQFWLRQFOHDU
6FKRODUO\/LWHUDWXUH

)XOO\H[SODLQLQJ7ZDLQ¶VLPSRUWDQFHLVDGLIILFXOWH[HUFLVHDVKHLVDOUHDG\LPPHQVHO\
LQJUDLQHGLQWKH$PHULFDQSV\FKHDQGLWZRXOGEHPHUHSHGDQWU\WRDWWHPSWWRUHKDVKLW,ZRXOG
DOVRQHYHUEHDEOHWRFRYHUWKHJURXQGDVHIIHFWLYHO\DVWKHRWKHUZULWHUVZKRKDYHSUHFHGHG
PH7KHRYHUDOOLPSRUWDQFHDQGLQIOXHQFHRI0DUN7ZDLQVWHPVIURPKLVERWKNHHQREVHUYDWLRQV
DERXWWKHOLPLWDWLRQVRIVRFLHW\DQGKLVDELOLW\WRILOODKROHLQWKH$PHULFDQLGHQWLW\7KLV
LPSRUWDQFHGRHVKDYHDUHODWLRQWRKLVWLPHSHULRGDQGZKLOH,IHHOWKDW7ZDLQ¶VLPSRUWDQFH
VXUSDVVHVKLVKLVWRULFDOUHOHYDQF\,DOVRWKLQNWKDWDIXOOWUHDWPHQWRI7ZDLQZRXOGEHLPSRVVLEOH
ZLWKRXWXQGHUVWDQGLQJKLPZLWKLQKLVKLVWRULFDOFRQWH[W7KLVWDVNLVPDGHVRPHZKDWHDVLHU
WKURXJKWKHLPPHQVHOLEUDU\RIZRUNWKDWKDVDOUHDG\EHHQGRQH
7KHH[LVWLQJDFDGHPLFXQGHUVWDQGLQJRI7ZDLQFDQEHEHVWXQGHUVWRRGFKURQRORJLFDOO\

7KHUHDUHWZRPDLQSHULRGVRIWLPHZKHUHLQWKHVWXG\RI7ZDLQZDVVHHQWREH³LQYRJXH´WKH
VZLWKDPLOGFRQWLQXDWLRQLQWRWKHVDQGWKHPLGWRODWHVZKLFKJLYHXVWKH
PDMRULW\RIWKHSROLWLFDOZRUNRQ7ZDLQWKDWKDVSURYHQXVHIXOWRPHLQP\FXUUHQWXQGHUVWDQGLQJ
RI7ZDLQDQG&RQQHFWLFXW<DQNHH,QHDFKRIWKHVHSHULRGVRIWLPHVHULRXVQRQOLWHUDU\
DFDGHPLFZRUNUHJDUGLQJ0DUN7ZDLQIORXULVKHG 7KHERG\RIZRUNLQWKHVLQJHQHUDO
VHHPVWRRFFXS\LWVHOIZLWKWKHPRUHKLVWRULFDOTXHVWLRQVDVVHUWLQJWKDWDOWKRXJK&RQQHFWLFXW
<DQNHHZDVJHQHUDOO\DIDLOXUHLQDOLWHUDU\VHQVH7ZDLQPDQDJHVWRH[SUHVVDVRUWRIELWLQJ
FRPPHQWDU\RQKLVFRQWHPSRUDU\WLPHV7KHVHVFKRODUVKRZHYHUDUHGLYLGHGDVWRZKRPWKLV
FRPPHQWDU\RUVDWLUHZDVGLUHFWHGWRZDUGV7KLVOLQHVHHPVWREHGUDZQEDVHGQRWVRPXFKRQ
HDFKDXWKRU¶VUHDGLQJRI&RQQHFWLFXW<DQNHHLWVHOIEXWRQWKHLUUHDGLQJVRI7ZDLQ¶VRWKHUZRUNV
DQGOHWWHUV-DPHV:LOOLDPVPDNHVWKHFODVVLFFDVHIRUWKLVSDUWLFXODULQWHUSUHWDWLRQ
RIIHULQJDKLVWRULFDODSSURDFKWR7ZDLQDQGGLUHFWLQJKLVVDWLUHWRZDUGVWKFHQWXU\(QJOLVK
VRFLHW\ +HEDVHVWKLVXQGHUVWDQGLQJRQ7ZDLQ¶VYDULRXVOHWWHUVDQGMRXUQDOHQWULHVIURPWKH
WLPHZKHQKHZDVSHQQLQJ&RQQHFWLFXW<DQNHH7KLVDUJXPHQWLVEDODQFHGE\$OOHQ*XWWPDQQ¶V
ZRUNRQ7ZDLQZKLFKWDNHVDVLPLODUDSSURDFKDV:LOOLDPVLQWKDWKHWUHDWV7ZDLQ¶VZRUN
DVDIXQGDPHQWDOO\IODZHGWH[WEXWRQHWKDWSRLQWVWRZDUGVDELWLQJVDWLUHRIPRGHUQ
WHFKQRORJLFDOSURJUHVVWKDWXOWLPDWHO\OHDYHVWKHUHDGHUXQVDWLVILHGDV7ZDLQRIIHUVQRUHDO
VROXWLRQWRWKHSUREOHPVWKDWDUHUDLVHG 7KHVHWZRZRUNVVHUYHWRLOOXVWUDWHWKHWZRVLGHVRIWKH
DFDGHPLFZRUNRQ7ZDLQLQWKHV
7KHTXHVWLRQRIZK\LQGLYLGXDOVLQHDFKRIWKHVHWLPHSHULRGVVDZ7ZDLQDVDSDUWLFXODUO\XVHIXODXWKRU
ZRXOGEHWKHVXEMHFWRIDIDVFLQDWLQJGLVFXVVLRQEXWRQHWKDW,XQIRUWXQDWHO\DPXQDEOHWRHQJDJHLQKHUH
+RZHYHULWPD\EHWKDWERWKWKHODWH¶VDQGWKHPLG¶VHQMR\DVRUWRIH[LVWHQWLDOVLPLODULW\ZLWK
WKHODWH¶VLQWHUPVRIVHOIXQGHUVWDQGLQJLQWHUQDWLRQDOUHODWLRQVDQGSROLWLFDODQGWHFKQRORJLFDO
DGYDQFHPHQW
5HYLVLRQDQG,QWHQWLRQLQ0DUN7ZDLQ¶V$&RQQHFWLFXW<DQNHH-DPHV':LOOLDPV$PHULFDQ/LWHUDWXUH
9RO1R1RYSS
0DUN7ZDLQ¶V&RQQHFWLFXW<DQNHH$IILUPDWLRQRIWKH9HUQDFXODU7UDGLWLRQ"$OOHQ*XWWPDQQ7KH1HZ
(QJODQG4XDUWHUO\9RO1R-XQSS

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
7KLVXQGHUVWDQGLQJZDVSUHYDOHQWXQWLO&DWKHULQHDQG0LFKDHO=XFNHUWSXEOLVKHGWKHLU
ODQGPDUNDUWLFOH³$QG,Q,WV:DNH:H)ROORZHG´7KH3ROLWLFDO:LVGRPRI0DUN7ZDLQ7KLV
DUWLFOHHQJDJHGZLWKWKHSUHYLRXVZRUNRIWKHVEXWPDQDJHGWRIXQGDPHQWDOO\FKDQJHKRZ
&RQQHFWLFXW<DQNHHLVUHDG,WLVKDUGWRRYHUVWDWHWKHLPSRUWDQFHRIWKLVDUWLFOHDVQHDUO\HYHU\
LPSRUWDQWSROLWLFDOZRUNRQ0DUN7ZDLQIROORZLQJLWVSXEOLFDWLRQKDVXVHGWKHLUZRUNDVDVWDUWLQJ
SRLQWDQGDEDVHOLQHIRULQWHUSUHWDWLRQ7KH=XFNHUWVUHLQWHUSUHWWKHDVVHUWLRQVPDGHE\WKH
HDUOLHUDXWKRUVDQGFRQFOXGHWKDW7ZDLQ¶VSDUDOOHOVWUXFWXULQJDQGFRQVLVWHQF\RIWKHPH
WKURXJKRXWPHDQVWKDW&RQQHFWLFXW<DQNHHZDVQRWDOLWHUDU\IDLOXUHRUDUXVKHGSXEOLFDWLRQEXW
DFDUHIXOO\FRQVWUXFWHGSROLWLFDOIDEOHWKURXJKZKLFK7ZDLQLVOHQGLQJ³LQVLJKWWRWKHFKDUDFWHU
DQGSUREOHPVRIPRGHUQSROLWLFV´ 7KLVWXUQIURPWKHKLVWRULFDOH[DPSOHWRDFRQVLGHUDWLRQRI
7ZDLQDVDSROLWLFDOSKLORVRSKHULVRQHWKDWDOOIROORZLQJZRUNRQ&RQQHFWLFXW<DQNHHKDV
DGRSWHG,WDNHXSDVLPLODUJRDODVWKH=XFNHUWVLQWKLVZRUNWUHDWLQJ7ZDLQDVDFRQVLVWHQW
SROLWLFDOSKLORVRSKHUDQGDXWKRUZLWKDVSHFLILFJRDOEXWZKHUHWKH\IRFXVRQWKHTXHVWLRQRI
GLYLQHULJKW,IRFXVRQWKHTXHVWLRQRIWHFKQRORJ\+RZHYHUZHERWKWUHDW7ZDLQ¶VFULWLFLVPVDQG
TXHVWLRQVRIWKHLGHDRISURJUHVVDQGWKHLGHDRIWKHSURSHUJRYHUQPHQW
$IWHUWKH=XFNHUWV¶ODQGPDUNSDSHUWKHVWXG\RI7ZDLQFDPHXSDJDLQLQWKHPLGV
-RHO-RKQVRQPDNHVWKHFDVHIRUWKLVUHVXUJHQFHLQKLVDUWLFOH$&RQQHFWLFXW<DQNHHLQ
6DGGDP¶V&RXUW0DUN7ZDLQRQ%HQHYROHQW,PSHULDOLVP+HDUJXHVWKDW$PHULFD¶VFXUUHQW
RYHUVHDVZDUVLQ$IJKDQLVWDQDQGHVSHFLDOO\LQ,UDTVKRXOGOHDGWRDUHVXUJHQFHLQWKHVWXG\RI
7ZDLQDV&RQQHFWLFXW<DQNHHVKDUHVPDQ\WKHPDWLFHOHPHQWVZLWKWKHLQWHQWLRQRIDFRXQWU\
LQYROYHGLQ³QDWLRQEXLOGLQJ´+HDUJXHVWKDW+DQNKLPVHOILVHQJDJHGLQDW\SHRI
³QDWLRQEXLOGLQJ´DQGWKDWKRZRQHUHDGV&RQQHFWLFXW<DQNHHFDQKHOSOHQGDGHHSHULQVLJKWLQWR
³$QG,Q,WV:DNH:H)ROORZHG´7KH3ROLWLFDO:LVGRPRI0DUN7ZDLQ&DWKHULQHDQG0LFKDHO=XFNHUW
,QWHUSUHWDWLRQ9RO$XWXPQSS


WKHXQGHUVWDQGLQJRI$PHULFDQ³EHQHYROHQWLPSHULDOLVP´ 7KLVZRUNVHHPVWRGHILQHWKHZRUNRQ
7ZDLQLQWKHPLGVZKLFKLVFKDUDFWHUL]HGZLWKPXFKOHVVKLVWRULFDSSOLFDWLRQXVLQJ7ZDLQ
WRDGGUHVVYHU\PRGHUQFRQFHUQV-RKQVRQ¶VFRQFHUQVDUHZLWKWKHQHZSROLF\RI$PHULFDQ
LQWHUYHQWLRQ:D\QH$PEOHU¶VZRUN0DNLQJ0HQ0RGHUQLVYHU\PXFKDVSLULWXDO
SUHGHFHVVRUWRP\RZQZRUNDVLWWRXFKHVXSRQPDQ\RIWKHWKHPHVWKDW,ZLVKWRGHYHORSLQ
GHWDLODQGVHHNVWRXVH7ZDLQDQG&RQQHFWLFXW<DQNHHWRDGGUHVVWKHSUREOHPRIPRGHUQLW\DQG
WKHGHVWUXFWLYHFRQVHTXHQFHVRIIRUFLQJLQGLYLGXDOVLQWRWKHPRGHUQDJH $PEOHU¶VZRUN
FRQFHUQVWKHSUREOHPRIPRGHUQL]DWLRQVSHFLILFDOO\KRZ+DQNDWWHPSWVDQGIDLOVWRWXUQ
GHFLGHGO\QRQPRGHUQLQGLYLGXDOVLQWRPRGHUQGHPRFUDWVDQGLVDQH[SORUDWLRQRIWKH
SUHVXPSWLRQVDQGQHFHVVDU\SUHFRQGLWLRQVRIHDFKHUD
,QUHVSRQVHWRWKLVH[LVWLQJERG\RIOLWHUDWXUHRQWKHSROLWLFDOZRUNRI7ZDLQ,DLPWR
WDNHWKLVVWXG\LQDVOLJKWO\GLIIHUHQWGLUHFWLRQ,DPIRFXVLQJRQZKDWDSSHDUVWREHWREHD
QHJOHFWHGHOHPHQWLQWKHVWXG\RI7ZDLQKLVWUHDWPHQWRIWHFKQRORJ\,WDNHP\EHDULQJVIURPWKH
ZRUNRIWKH=XFNHUWV¶LQWKDW,IRFXVRQDQRQKLVWRULFDOXQGHUVWDQGLQJRI7ZDLQDQGWKDW,EHOLHYH
KHGRHVQRWVLPSO\DOORZXVWRXQGHUVWDQGKLVRZQWLPHEXWDOORZVXVWRXQGHUVWDQGPRGHUQLW\
PRUHJHQHUDOO\DQGKDVOHJLWLPDWHSKLORVRSKLFDOSRLQWVWKDWDUHZRUWKGLVFRYHULQJ,QDGGLWLRQ
WRWDNLQJLQVSLUDWLRQIURPWKH=XFNHUWV¶DUWLFOHP\ZRUNLVDOVRDQH[SDQVLRQRIVRPHWKHPHV
WKDWZHUHGLVFXVVHGLQ:D\QH$PEOHU¶VSDSHU+LVLGHDVRIWKHGHQLDORIUDWLRQDOLW\E\+DQNDQG
WKHIRFXVRQPRGHUQL]DWLRQZLWKLQ&RQQHFWLFXW<DQNHHDUHDOOWKHPHVWKDW,ZLVKWRH[SDQG
XSRQDQG$PEOHU¶VDUWLFOHVHUYHVDVDJRRGEDVHWRGUDZRXWWKHW\SHRIFRQFOXVLRQVUHJDUGLQJ
WHFKQRORJ\WKDW,ZLVKWRDGGUHVV+RZHYHU$PEOHU¶VDUWLFOHLVOLPLWHGE\LWVVFRSHDQGLWV
OHQJWKDVKHLVXQDEOHWRIXOO\GHYHORSWKHTXHVWLRQVRIWHFKQRORJ\WKDWDUHQHFHVVDULO\UDLVHG
$&RQQHFWLFXW<DQNHHLQ6DGGDP¶V&RXUW0DUN7ZDLQRQ%HQHYROHQW,PSHULDOLVP-RHO$-RKQVRQ
3HUVSHFWLYHVRQ3ROLWLFV9RO1R0DUSS
0DNLQJ0HQ0RGHUQ:D\QH$PEOHU7KH1HZ$WODQWLV1XPEHU:LQWHUSS



ZKHQWKHLGHDRIPRGHUQLW\LQ7ZDLQLVGLVFXVVHG
2Q+XPDQ)UHHGRPDQG'HPRFUDF\
7ZDLQ¶VWKRXJKWVRQGHPRFUDF\DUHLPPHQVHO\LQWHUHVWLQJDVKHPDQDJHVWRVNLUWWKH
OLQHEHWZHHQEHLQJDKDUVKFULWLFRIGHPRFUDF\DQGUHPDLQLQJDVXSSRUWHURIWKH$PHULFDQ
V\VWHP7KHVHWKRXJKWVDOORZXVWRXQGHUVWDQG7ZDLQDVDQLQGLYLGXDOZKRLVDEOHWRVKHGOLJKW
RQWKHTXHVWLRQRIWHFKQRORJ\DQGGHPRFUDF\7KHVHXQGHUVWDQGLQJDQGFULWLTXHVFRPHLQWKUHH
IRUPV)LUVWKHXQGHUVWDQGVGHPRFUDF\DVDJRYHUQPHQWEDVHGRQKLVXQGHUVWDQGLQJRIKXPDQ
QDWXUH)URPWKLVZHKDYHKLVGLUHFWFULWLTXHVRIWKH$PHULFDQV\VWHPDQGILQDOO\KHPDNHVD
IHZGLUHFWVXJJHVWLRQVIRULPSURYHPHQW+LVFULWLTXHVDQGVXJJHVWLRQVIRU$PHULFDQGHPRFUDF\
KRZHYHUDUHXQVDWLVI\LQJVRZHKDYHWRORRNIXUWKHULQWRKLVZRUNIRUIXUWKHUVROXWLRQVUHJDUGLQJ
KLVFRQFHSWLRQVRIGHPRFUDF\
$SRVVLEOHFRQFHSWLRQRI7ZDLQ¶VLGHDOGHPRFUDF\ZRXOGEHDQLQWHUHVWLQJFRPELQDWLRQRI
DULVWRFUDWLFSULQFLSOHVDQGSRSXODULGHDOV7KLVPDNHVIRUDYHU\FRQIOLFWHGVHQVHRIGHPRFUDF\
EXWRQHWKDWSOD\VRXWWKURXJKRXWQHDUO\DOORIKLVVHSDUDWHZRUNV7KLVK\SRWKHWLFDOLGHDOFRXOG
EHGUDZQIURPKLVXQGHUVWDQGLQJRIWKHREVHUYDEOHGHPRFUDF\RI$PHULFDWKHGHPRFUDF\WKDW
7ZDLQH[SHULHQFHGDQGSDUWLFLSDWHGLQ,WLVDGHPRFUDF\IXOORIHQWUHQFKHGSDUW\OLQHVDQGIRUFHG
DGKHUHQFHWRGRFWULQHDVZHOODVDQRWVRVHFUHWHQY\RIWKHFODVVV\VWHPRIPRUHPRQDUFKLFDO
JRYHUQPHQWV7KLVLVDGHPRFUDF\WKDWLQWKHZDNHRIWKH&LYLO:DULVVWUXJJOLQJWRUHDVVHUW
LWVHOIDVDIXQFWLRQLQJDQGPRUDOV\VWHPRIJRYHUQPHQW+RZHYHULQGRLQJWKLVLWLVDOVRGHDOLQJ
ZLWKLWVRZQIXQGDPHQWDOIODZVDQGWKHIODZVRIWKHSHRSOHSDUWLFLSDWLQJLQLW7ZDLQ¶VFULWLTXHVRI
$PHULFDQGHPRFUDF\FRPHRXWLQDODUJHQXPEHURIKLVZRUNVLQFOXGLQJ&RQQHFWLFXW
<DQNHH7KH$PHULFDQ&ODLPDQWDQGKLVDXWRELRJUDSK\DPRQJVWPDQ\RWKHUV,QWUXH7ZDLQ

IDVKLRQWKHVHFULWLTXHVDUHVXEWOHDQGOHYHOHGLQSLHFHVWKURXJKRXWWKHGLIIHUHQWZRUNV+RZHYHU
E\SLHFLQJWKHPWRJHWKHUZHFDQDWWHPSWWRFRPHWRDQXQGHUVWDQGLQJRIKRZ7ZDLQXQGHUVWRRG
WKHPRGHUQGHPRFUDF\WKDWKHZDVOLYLQJLQ
'HVSLWHKLVKDUVKFULWLTXHV7ZDLQGRHVRIIHUVROXWLRQV7ZDLQLVYHU\PXFKDQ
$PHULFDQGHPRFUDWDQGDVVXFKKHEHOLHYHVWKDWGHPRFUDF\LVFXUUHQWO\WKHPRVW
DGYDQWDJHRXVV\VWHPRIJRYHUQPHQW+RZHYHUWKURXJKKLVREVHUYDWLRQVKHEHJLQVWRGHYHORS
ZKDWPD\EHFRQVLGHUHGDVKLVLGHDOIRUPRIGHPRFUDF\RUWKDWZKLFKKHWKLQNVZLOOEHWKHPRVW
EHQHILFLDOIRUDOOSHRSOH,QRUGHUWRIXOO\XQGHUVWDQG7ZDLQ¶VIXQGDPHQWDOLGHDOVRIGHPRFUDF\D
EULHILQTXLU\LQWRKLVXQGHUVWDQGLQJRIKXPDQQDWXUHLVQHFHVVDU\EHFDXVHWKHWZRDUHVRFORVHO\
FRQQHFWHG
7RWKLVHQGWKLVFKDSWHUZLOOEHEURNHQXSLQWRVHYHUDOPDLQVHFWLRQVILUVWWKHUHZLOOEHD
EULHILQTXLU\LQWR7ZDLQ¶VFRQFHSWLRQRIKXPDQQDWXUHDQGLWVIXQGDPHQWDODVSHFWVVRDVWR
SURYLGHDSKLORVRSKLFDOEDFNJURXQGWRWKHGHPRFUDWLFVLWXDWLRQVGLVFXVVHG7KHQ,ZLOOJLYHD
WUHDWPHQWRI0DUN7ZDLQ¶VREVHUYDWLRQVDQGEULHIJHQHUDOFULWLTXHVRQGHPRFUDF\)LQDOO\,ZLOO
DWWHPSWWRXQGHUVWDQGZKDW7ZDLQEHOLHYHVWREHWKHIXQGDPHQWDOSXUSRVHRIDJRYHUQPHQWDQG
DGHPRFUDF\DQGZKDWKLVXOWLPDWHVROXWLRQVWRWKLVSUREOHPRIJRYHUQPHQWPD\EH
7ZDLQDQG+XPDQ1DWXUH
7ZDLQ¶VXQGHUVWDQGLQJRIKXPDQQDWXUHLVNH\WRKLVREVHUYDWLRQVDQGFRQFHSWLRQVRI
GHPRFUDF\EHFDXVHKLVSHUFHSWLRQRIWKHIXQGDPHQWDOKXPDQFRQGLWLRQLQIOXHQFHVZKRVKRXOG
EHLQSRZHUDQGKRZPXFKWUXVWVKRXOGEHSODFHGLQWKH$PHULFDQSHRSOH0DUN7ZDLQKDVD
IXQGDPHQWDOO\GDUNYLHZRIKXPDQQDWXUHDQGEHOLHYHVWKDWSHRSOHLQJHQHUDODUHTXLWHURWWHQ

2QHPLJKWEHDEOHWRZULWHWKLVDVVHUWLRQDERXWKXPDQQDWXUHRIIDVDGDUNHOHPHQWRI7ZDLQ¶V
KXPRUEXWWKHUHDUHWZRDVSHFWVWRWKLVWUHDWPHQWWKDWPDNHVWKLVVHHPXQOLNHO\7KHILUVWLVWKH
FRQVLVWHQF\ZLWKZKLFK7ZDLQSUHVHQWVWKLVYLHZ)URPWKHSHQQLQJRI&RQQHFWLFXW
<DQNHHRQZDUGWKLVEHFRPHVDSHUVLVWHQWWKHPHLQDODUJHPDMRULW\RIKLVZULWLQJ7KLVFRPHV
RXWPRVWH[SOLFLWO\LQKLVVKRUWVWRULHVDQGHVVD\VDORQJZLWKKLVVLQJXODUSKLORVRSKLFDOWUHDWLVH
:KDWLV0DQ",QDVKRUWHVVD\HQWLWOHG³0DQ¶V3ODFHLQWKH$QLPDO:RUOG¶7ZDLQLVHVSHFLDOO\
GDPQLQJRIKXPDQNLQGVKRZLQJWKDWPDQLVDYLROHQWXQUHDVRQDEOHDQLPDOZKRVHVWDWXVRQWKH
SODQHWLVFRQWUDU\WRSRSXODUXQGHUVWDQGLQJVORZHUWKDQWKHRWKHUDQLPDOV5HJDUGLQJWKH
UDWLRQDOLW\RIPDQ7ZDLQVD\VWKDW³0DQLVWKH5HDVRQLQJ$QLPDO6XFKLVWKHFODLP,WKLQNLWLV
RSHQWRGHEDWH´0DQNLQG¶VIXQGDPHQWDOYLROHQFHLVDOVRDWLVVXH+HFODLPVWKDWLQDQREYLRXVO\
K\SRWKHWLFDOH[SHULPHQWKHSXWPHQRIGLIIHULQJIDLWKVDQGRULJLQVLQDFDJHZLWKRQHDQRWKHU
DQG³ZKHQ,FDPHEDFNWRQRWHUHVXOWVWKHFDJH>@ZDVEXWDFKDRVRIJRU\RGGVDQGHQGVRI
WXUEDQVDQGIH]]HVDQGSODLGVDQGERQHVDQGIOHVKQRWDVSHFLPHQOHIWDOLYH7KHVHUHDVRQLQJ
DQLPDOVKDGGLVDJUHHGRQDWKHRORJLFDOGHWDLODQGFDUULHGWKHPDWWHUWRD+LJKHU&RXUW´ 7ZDLQ¶V
SURVHGRHVKHUHZKDWVRPDQ\RI+REEHV¶ZRUGVFRXOGQRWGHVFULEH(YHQLQVRFLHW\PDQ
H[LVWVLQDWHQXRXVVWDWHRIZDUZLWKHYHU\RWKHUPDQDQGKLVRZQQDWXUHGRHVQRWDOORZKLPWR
JRRQZLWKRXWVHHNLQJWKHFRPSOHWHGHVWUXFWLRQRIWKRVHZKRGRQRWDJUHHZLWKKLP
,IZHWDNH7ZDLQ¶VXQGHUVWDQGLQJRIKXPDQQDWXUHDVSUHVHQWHGLQ:KDW,V0DQ"ZHFDQ
FRPHWRXQGHUVWDQGQRWRQO\+DQN0RUJDQEXWDOVRWKHLQGLYLGXDOVZKRKHLVDWWHPSWLQJWRGUDJ
LQWRPRGHUQVRFLHW\$FFRUGLQJWR:KDW,V0DQ"WKHLQGLYLGXDOKDVQRIUHHZLOORULQGHSHQGHQW
WKRXJKWDQGLVZKROO\VXEMHFWWRWKHHIIHFWVRIKLVWHPSHUDPHQWDQGKLVWUDLQLQJ+LVFRQFHSWRI
IUHHZLOOFRPHVRQO\PRGLILHGZLWKLQWKHLGHDRI³IUHHFKRLFH´DSXUHO\PHQWDOSURFHVVE\ZKLFK
ZHDUHDEOHWRUDWLRQDOL]HGHFLVLRQVWKDWKDYHDOUHDG\EHHQPDGH)RU7ZDLQPDQLVXOWLPDWHO\
:KDW,V0DQ3J


GHILQHGE\KLVH[SHULHQFHVDQGWKHHQYLURQPHQWZKLFKKHKDVEHHQEURXJKWXSLQ+XPDQ
QDWXUHLVIXQGDPHQWDOO\DQDVVLPLODWLRQRIDOOSUHYLRXVH[SHULHQFHVDQGWUDLQLQJVLQWRDGHILQHG
VHWRISDUDPHWHUVZLWKLQZKLFKZHPDNHDOOGHFLVLRQV:HDUHDOOVODYHVWRRXUVHQVHRI
³VHOIDSSURYDO´RXULQGLYLGXDOLQWHUQDO³PDVWHUVHQVH´ZKLFKGLFWDWHVWKDWZHRQO\VHHNRXURZQ
SHUVRQDO³VSLULWXDO´IXOILOOPHQW7KLVIXOILOOPHQWLVGHILQHGE\RXUWUDLQLQJDQGH[SHULHQFHVDQG
EHFDXVHHYHU\GHFLVLRQPDGHRUDFWLRQWDNHQLVXOWLPDWHO\GLUHFWHGDWVHOIDSSURYDOZHDUH
IXQGDPHQWDOO\VHOILVKFUHDWXUHV(YHQWKHPRVWDOWUXLVWLFEHKDYLRULVRQO\FRPPLWWHGEHFDXVHZH
JHWSHUVRQDOIXOILOOPHQWDQGHQMR\PHQWIURPWKHVHDFWLRQV7KHIDFWWKDWZHJHWWKLVSOHDVXUHIURP
JRRGDFWLRQVLVRQO\DUHVXOWRIRXUSUHYLRXVWUDLQLQJZKLFKKDVFRQGLWLRQHGRXU³PDVWHUVHQVH´
WREHOLHYHWKDWDOWUXLVWLFDFWLRQLVJRRGDQGWKDWZHVKRXOGEHIXOILOOHGE\LW)UHHZLOOEHFRPHVD
GHOXVLRQDQGZHDUHEHKROGHQWRWKLVVHQVHIRUDOOGHFLVLRQV$OOH[WHUQDOVLJQVRIGHEDWHRU
LQGHFLVLYHQHVVWKDWZHH[KLELWDUHXQGHUVWRRGWREHWKHHTXLYDOHQWRID³VSHDNLQJWUXPSHW´DV
³RXWVLGHLQIOXHQFHVKDYHSHUVXDGHGWKH0DVWHUZLWKLQ\RX´DQGWKLVLQWHUQDOPDVWHUUXOHGE\
RXWVLGHH[SHULHQWLDOLQIOXHQFHVKDVDOUHDG\PDGHWKHGHFLVLRQ
7ZDLQKLPVHOIZDVGLVVXDGHGIURPZLGHO\SXEOLVKLQJ:KDWLV0DQ"E\KLVZLIHEHFDXVH
VKHIHOWWKDWLWZDVWRRLQIODPPDWRU\7ZDLQ¶VUHDFWLRQWRWKLVFRPPHQWZDVWRVD\WKDWLWZDVWKH
WUXHVWWKLQJKHKDGHYHUZULWWHQ7KLVOHGWRDFRPSURPLVHZKHUH7ZDLQLQLWLDOO\RQO\SXEOLVKHG
FRSLHVDQGGLVWULEXWHGWKHPWRFORVHIULHQGVEXWWKHSXEOLFDWLRQZDVZLGHO\GLVVHPLQDWHG
DIWHUKLVGHDWK7KHFRQVLVWHQF\RIWKHPHWKURXJKKLVZRUNVDQGKLVUHPDUNVUHJDUGLQJWKH
SXEOLVKLQJRI:KDWLV0DQ"VKRZKRZWKLVFRQFHSWLRQRIKXPDQQDWXUHZDVQRWDVLPSOHMRNHRU
H[DJJHUDWLRQEXWDQDFWXDOHOHPHQWRIKLVRZQWKRXJKW
$PHULFDQ'HPRFUDF\

7ZDLQ¶VFRQFHSWLRQRIWKHFXUUHQW$PHULFDQGHPRFUDF\LVEDVHGRQRQHPDLQREMHFWLRQ
ZLWKWKLVFXUUHQWSURFHVVWKDWLWVLPSO\LVQRWYHU\GHPRFUDWLF+RZHYHUWKLVREMHFWLRQ
PDQLIHVWVLWVHOILQVHYHUDOZD\VDVDUHVXOWRIIODZHGYRWLQJSURFHGXUHFRPELQHGZLWKH[FHVVLYH
DGKHUHQFHWRSDUW\GRFWULQHRUDVDUHVXOWRIWKHIHWLVKLVPRIWKH(QJOLVKFODVVV\VWHP
7KHILUVWUHDVRQIRUWKHREMHFWLRQLVGHVFULEHGYHU\FOHDUO\LQKLVDXWRELRJUDSK\ZKHQKH
UHFRXQWVWKHVWRU\RIWKHHOHFWLRQRI*URYHU&OHYHODQG$WWKLVSRLQW*URYHU&OHYHODQGZDV
UXQQLQJIRUSUHVLGHQWRQWKH'HPRFUDWLFWLFNHWDJDLQVW-DPHV%ODLQHZKRZDVRQWKH
5HSXEOLFDQWLFNHW7ZDLQDQGDIHZRIKLVIULHQGVZHUHJDWKHUHGLQKLVKRXVHZDLWLQJIRUWKH
5HSXEOLFDQSULPDU\UHVXOWVWRFRPHLQ7KH\ZHUHDOO5HSXEOLFDQVEXWGLGQRWOLNH%ODLQH:KHQ
WKHUHVXOWVFDPHLQDQG%ODLQHZDVDQQRXQFHGDVWKHFDQGLGDWHWKHUHZDVPXFKJUXPEOLQJDQG
GLVFXVVLRQXQWLO7ZDLQDQQRXQFHG³%XWZHGRQ¶WKDYHWRYRWHIRUKLP´7KLVVWDWHPHQWFDXVHG
PXFKFRQWURYHUV\DQG7ZDLQDQGDIHZRIKLVIULHQGVZKRV\PSDWKL]HGZLWKKLPZHUHODEHOHG
DVWUDLWRUVWRWKHSDUW\DQG7ZLFKHOODFORVHIULHQGRI7ZDLQ¶VDQGDORFDOSDVWRUZDVFKDVWLVHG
DQGQHDUO\UHPRYHGIURPKLVSRVLWLRQEHFDXVHRIKLVUHIXVDOWRYRWHZLWKWKHSDUW\OLQH2QHRI
WKHPDLQREMHFWLRQVWKDW7ZDLQKDVZLWKWKHPRGHUQFRQFHSWLRQRIGHPRFUDF\LVWKDWSDUW\
OR\DOWLHVDUHJUHDWHUWKDQOR\DOWLHVWRWKHJRRGRIWKHFRXQWU\7ZDLQIHOWWKDW&OHYHODQGZDVD
EHWWHUFDQGLGDWHWKDQ%ODLQHEXWEHFDXVHRIKLVSDUW\DIILOLDWLRQKHZDVVWLOOH[SHFWHGWRYRWHIRU
%ODLQH7ZDLQFODLPVWKDW³WKHSHRSOHRIWKLVQDWLRQKDYHQRSROLWLFDOLQGHSHQGHQFH´ DQGWKDW
WKRVHZKRKDYHDODUJHVKDUHLQWKLVODFNRILQGHSHQGHQFHDUHWKHSUHDFKHUVZKRDUHIRUFHGWR
YRWHDFFRUGLQJWRWKHLUFRQJUHJDWLRQLQRUGHUWRNHHSWKHLUMREV([DFHUEDWLQJWKLVSUREOHP7ZDLQ
LGHQWLILHVWKHSUREOHPWKDWWKHSUHVVDOVRLVQRWSROLWLFDOO\LQGHSHQGHQW+HWHOOVKRZWKH+DUWIRUG
&RXUDQW³KDGEHHQPDNLQJDµWDUEDE\¶RI0U%ODLQH´EXWDVVRRQDVWKHSULPDU\VHOHFWLRQFDPH
LQWKH\ZHUHH[SHFWHGWRFKDQJHWKHLUWXQHDQGGLGSUDLVLQJ%ODLQHDQGKROGLQJKLPXSDVWKH
$XWRELRJUDSK\


KLJKKRSHIRUWKHFRXQWU\
7KLVLVQRWWKHRQO\FULWLFDOREVHUYDWLRQRIGHPRFUDF\WKDW7ZDLQRIIHUVLQKLVZULWLQJV,Q
7KH$PHULFDQ&ODLPDQW7ZDLQGLVFXVVHVDWOHQJWKWKH$PHULFDQIL[DWLRQZLWK%ULWLVKQRELOLW\
VWDWLQJKRZ$PHULFDQVLQVRPHZD\RUDQRWKHUZLVKWREHFRQVLGHUHGQRELOLW\DQGVHWDSDUW
IURPRWKHUPHQ7KHLQWHUHVWLQJDVSHFWDERXWWKLVLGHDLVWKDWLWVHHPVWREHFRPPRQWRERWKWKH
1RUWKDQGWKH6RXWK7ZDLQDGGUHVVHVWKLVE\VHWWLQJ7KH$PHULFDQ&ODLPDQWLQ:DVKLQJWRQ
'&DPLGZD\SRLQWEHWZHHQ1RUWKDQG6RXWKWRDYRLGWKLVSDUWLFXODUWURXEOH7ZDLQDOVRKDV
HTXDOFRQWHPSWIRUWKH1RUWKHUQDULVWRFUDWVDQG6RXWKHUQSODQWDWLRQRZQHUVZKRKDYHWKHVDPH
GHOXVLRQRIQRELOLW\7KLVFRQFHSWLVH[SORUHGWKURXJKWKHFKDUDFWHURI&RORQHO6HOOHUV(DUO\LQ
WKHERRN6HOOHUVUHFHLYHVDWHOHJUDPWKDWLQIRUPVKLPWKDWGXHWRDWXPXOXVVHULHVRIHYHQWVKH
KDVEHFRPHWKHFODLPDQWWRDQHDUOGRPLQ(QJODQG7KLVVHWVRIIDVHULHVRIHYHQWVDQGKHDQG
KLVIDPLO\DQGIULHQGVLPPHGLDWHO\HPEUDFHWKHLUQHZIRXQGQRELOLW\DQGJLYHWKHPVHOYHVQHZ
QDPHVUHQDPHWKHLUKRXVHDQGHQJDJHLQRWKHUDFWLYLWLHVWKDWWKH\EHOLHYHEHILWDQHDUO7KLV
VKRZVWKHSUHFDULRXVQDWXUHRI$PHULFDQGHPRFUDF\IRU7ZDLQ+HEHOLHYHVWKDWWKH$PHULFDQ
SHRSOHDOWKRXJKWKH\GRYDOXHWKHLUGHPRFUDF\ZLOOOHDSDWWKHFKDQFHWREHFRPHUR\DOW\7ZDLQ
UHDFWVYLROHQWO\WRKLVREVHUYDWLRQVRIZRPHQZKRPDUU\LQWR%ULWLVKUR\DOW\ZLWKWKHLUIRUWXQHV
+HZULWHVLQKLVGLDU\
³*RIRUWKHVH$PHULFDQZRPHQZKREX\WLWOHV	QREOHWUDPSVZLWKWKHLUPRQH\
*LYHWKHPDIRXOQLFNQDPH0RQJUHO%UHHGHUVKDYHDEHQFKVKRZRIWKHLUFKLOGUHQ´ @
7ZDLQVHHVWKLVLGROL]DWLRQRIWKHFODVVVWUXFWXUHRI(QJODQGDQGHYHQVHHVLWEHJLQQLQJ
WREHLPLWDWHGLQ$PHULFD$JDLQLQ7KH$PHULFDQ&ODLPDQWD\RXQJHDUOZLVKLQJWRFDVWRIIKLV
0DUN7ZDLQ'LDULHV)RXQGRQOLQHDWKWWSJRRJOR%L4\´!


DULVWRFUDWLFFORDNDQGMRLQWKHGHPRFUDWLFZRUNHUVRI$PHULFDILQGVLWKDUGWRJHWDSURSHUMREDV
KHLVODFNLQJRIWKHQHFHVVDU\TXDOLILFDWLRQV+HWKHQFRPHVWRXQGHUVWDQGWKDWGHVSLWHWKH
SHUFHSWLRQRI$PHULFDQGHPRFUDF\WKHUHDUHWZRPDLQDVSHFWVWKDWVHHPWRFRQWUDGLFWWKLV7KH
$PHULFDQLGROL]DWLRQRIHDUOVLVRQFHDJDLQFHPHQWHGZLWKDFRQYHUVDWLRQZLWKWKHRWKHU
UHVLGHQWVRIKLVERDUGLQJKRXVHZKRFODLPWKDWLIRIIHUHGWKH\ZRXOGJODGO\UHFHLYHDQ\QRELOLW\
JUDQWHGWRWKHPE\(QJODQG,QDGGLWLRQWRWKLVWKH\RXQJHDUOZKRKDVWDNHQWKHQDPH7UDF\
ILQGVWKDWLWLVPXFKPRUHGLIILFXOWWRILQGZRUNWKDQKHWKRXJKW+HILQGVKLPVHOIZLWKRXWDQ\
QHFHVVDU\VNLOOVRUDVVRFLDWLRQVWREHFRPHHPSOR\HG7KLVUHSUHVHQWVDQRWKHUHOHPHQWRIWKH
VXEWOHFODVVHVLQ$PHULFDQVRFLHW\WKHDULVWRFUDF\E\HGXFDWLRQDQGDIILOLDWLRQ7UDF\ILQGVWKDW
KHLVXQDEOHWRILQGZRUNEHFDXVHKHLVLQWKHORZHVWFODVVRI$PHULFDQVRFLHW\WKHXQHGXFDWHG
XQDIILOLDWHGXQVNLOOHGODERUHULWLVZRUWKQRWLQJWKDW7UDF\GRHVKDYHDQDGYDQFHGHGXFDWLRQEXW
KHUHIXVHVWRDFNQRZOHGJHLW7KHDULVWRFUDF\LQ$PHULFDLVQRWEDVHGRQELUWKRUSHUFHLYHG
FRQFHSWLRQVRIQRELOLW\EXWLWH[LVWVMXVWWKHVDPH,WLVEDVHGRQWKHW\SHDQGDPRXQWRI
HGXFDWLRQUHFHLYHGDQGWKHSHRSOHWKDWRQHDVVRFLDWHVZLWK7KHVHWZRHOHPHQWVFRPHLQWR
FRQIOLFWZLWKRQHDQRWKHULQ7KH$PHULFDQ&ODLPDQWDV7UDF\ZKRLVYHU\ZHOOHGXFDWHGKDYLQJ
DSURSHU%ULWLVKHGXFDWLRQDQGVFKRROLQJDW2[IRUGDWWHPSWVWRJHWZRUNIRUZKLFKKLVHGXFDWLRQ
LVZRUWKOHVVEXWEHFDXVHKHGRHVQRWEHORQJWRDQ\XQLRQVRUVRFLHWLHVLWSURYHVWREHQHDUO\
LPSRVVLEOH
7KHLQWHUHVWLQJWKLQJDERXWWKLVODVWDVSHFWLVWKDW7ZDLQGRHVQRWFULWLTXHWKLVDVKDUVKO\
DVKHGRHVWKHRWKHUHOHPHQWVRIGHPRFUDWLFVRFLHW\+HUH7UDF\LVSRUWUD\HGDVDSLWLDEOH
FKDUDFWHUEXWXOWLPDWHO\KHLVDQREOHRQDWHPSRUDU\H[FXUVLRQORRNLQJDWWKLVW\SHRIOLYLQJ
DQGODERUDVHQWHUWDLQPHQW+HH[SOLFLWO\UHIXVHVWRXVHKLVHGXFDWLRQWRJHWZRUNSUHIHUULQJWR
HVFKHZKLVSURSHUURRWVDQGVWDUWIURPQRWKLQJ+LVPLVXQGHUVWDQGLQJRI$PHULFDQVRFLHW\
ZKHUHKHWKLQNVWKDWGHPRFUDF\PHDQVWKDWKHFDQVLPSO\VKRZXSSOD\WKHSDUWRID

ORZHUFODVVZRUNHUDQGVWLOOJHWE\LVWKHXOWLPDWHVRXUFHRIKLVIDLOXUH7KHDULVWRFUDF\RI
HGXFDWLRQLVVRPHWKLQJWKDW7ZDLQDFWXDOO\HQFRXUDJHVDQGLWLVWKHSULPDU\DVSHFWRI
KLVVXJJHVWHGLPSURYHPHQWVRQGHPRFUDF\
'HVSLWHDOORIWKHVHGLIIHUHQWFULWLTXHVDQGREVHUYDWLRQVRIWKH$PHULFDQGHPRFUDWLF
VRFLHW\7ZDLQUHPDLQVDVWDXQFK'HPRFUDW+HEHOLHYHVWKDWWKHFXUUHQWV\VWHPRIJRYHUQPHQW
LVIDUDQGDZD\EHWWHUWKDQDQ\RWKHU7KLVLVHYLGHQFHGE\KLVLPPHQVHO\VFDWKLQJFULWLTXHVRI
%ULWLVKVRFLHW\IRXQGHDVLO\LQWKHSUHIDFHWR&RQQHFWLFXW<DQNHHDQGLQYDULRXVOHWWHUVDQG
GLDU\HQWULHV:KDW7ZDLQGRHVZDQWWRGRLVLVVXHDVHWRILPSURYHPHQWVRQWKH$PHULFDQ
V\VWHPRIJRYHUQDQFHWKDWZLOOEULQJDERXWDPRUHXVHIXOVRFLHW\2QFHDJDLQLQW\SLFDO7ZDLQ
IDVKLRQWKHVHLPSURYHPHQWVDUHIRXQGZLWKLQKLVRWKHUZULWLQJVDQGE\EULQJLQJWKHPWRJHWKHU
ZHFDQIXOO\XQGHUVWDQGKLVFRQFHSWLRQV
,PSURYLQJ$PHULFD
7KHSXUHVWDFFRXQWRI7ZDLQ¶VLGHDRIDQLPSURYHGRUPRUHHIILFLHQWGHPRFUDF\FRPHV
IURPKLVVKRUWVWRU\7KH&XULRXV5HSXEOLFRI*RQGRU7KLVVWRU\GHWDLOVWKHQDUUDWRU¶VSUHVXPHG
WREH7ZDLQMRXUQH\WRWKHILFWLRQDOODQGRI*RQGRUZKHUHKHWKHQDLPVWRXQGHUVWDQGWKHORFDO
FXVWRPVDQGV\VWHPRIJRYHUQPHQW7KHV\VWHPRIJRYHUQPHQWWKDW7ZDLQOD\VRXWIRU*RQGRU
WDNHVWKHIRUPRIDPRGLILHGUHSXEOLF7KH*RQGRULDQVILUVWVWDUWHGZLWKWKHQRUPDOXQLYHUVDO
VXIIUDJH³EXWKDGWKURZQWKDWIRUPDVLGHEHFDXVHWKHUHVXOWZDVQRWVDWLVIDFWRU\,WKDGVHHPHG
WRGHOLYHUDOOSRZHULQWRWKHKDQGVRIWKHLJQRUDQWDQGQRQWD[SD\LQJFODVVHVDQGRIDQHFHVVLW\
WKHUHVSRQVLEOHRIILFHVZHUHILOOHGIURPWKHVHFODVVHVDOVR´ 7KLVLVDFRPPRQFULWLTXHRI
GHPRFUDF\WKDW7ZDLQGLVFXVVHV:HILQGWKHVLPLODUFRQFHUQLQWKHVKRUWVWRU\³7KH0\VWHULRXV
7KH&XULRXV5HSXEOLFRI*RQGRU'LJLWDO&RS\


6WUDQJHU´LQZKLFKKHFODLPVWKDWWKHKXPDQUDFHLV³PDGHXSRIVKHHS´ :HFDQXQGHUVWDQG
WKHDUJXPHQWLQ³7KH0\VWHULRXV6WUDQJHU´DVHODERUDWLQJRQWKHEULHISKUDVHLQ³7KH&XULRXV
5HSXEOLFRI*RQGRU´WRPRUHIXOO\XQGHUVWDQGZKDWWKH*RQGRULDQVROXWLRQLVWU\LQJWRVROYH,Q
³7KH0\VWHULRXV6WUDQJHU´WKHDQJHO6DWDQ FODLPVWKDWPHQLQVRFLHW\DUHHDVLO\SHUVXDGHGE\
WKHORXGHVWPLQRULW\DQGWKDW³VRPHGD\DKDQGIXOZLOOULVHXSDQGPDNHWKHPRVWQRLVHDQGLQ
DZHHNDOOWKHVKHHSZLOOZKHHODQGIROORZKLP´ ,IZHORRNDWERWKRIWKHVHSDVVDJHVZHFDQ
VHHWKDW7ZDLQLVVXJJHVWLQJWKDWWKHVHLQGLYLGXDOVDUHQRWWKHPRVWTXDOLILHGSHRSOHIRU
OHDGHUVKLSWKH\DUHVLPSO\WKHRQHVZKRFDQ\HOOWKHORXGHVW7KHSUREOHPWKHQLVLQHQVXULQJ
WKDWWKRVHLQGLYLGXDOVPRVWTXDOLILHGWRPDNHGHFLVLRQVDUHWKHPRVWLQIOXHQWLDO,Q*RQGRUWKH
VROXWLRQLVWRIRVWHUDQDULVWRFUDF\RIPHDQVDQGHGXFDWLRQ,Q*RQGRUHYHU\LQGLYLGXDOLV
JUDQWHGDVLQJOHYRWHLQDOOWKLQJVEXWZLWKPRUHHGXFDWLRQRUPRUHSURSHUW\WKHQXPEHURIYRWHV
DQLQGLYLGXDOKDVLQFUHDVHV7KHUHE\DQLQGLYLGXDOZLWKDGRFWRUDOGHJUHHDQGQRVLJQLILFDQW
SURSHUW\LVJLYHQYRWHVZKLOHWKHRWKHUYRWHVWLHGWRSURSHUW\FDQLQFUHDVHRUGHFUHDVHLQ
DFFRUGDQFHWRKLVKROGLQJV7ZDLQGHYHORSVWKLVV\VWHPWRLWVH[WUHPH+HFODLPVWKDWLQWKLV
QDWLRQWKH\KDGDOVRGHYHORSHGDQH[DPLQDWLRQIRUKROGLQJSXEOLFRIILFHVRWKDWQRXQHGXFDWHG
SHUVRQVFRXOGHQWHUWKHSXEOLFUHDOP+HUHWKHQ7ZDLQLVVXJJHVWLQJWKHFUHDWLRQRIDV\VWHPRI
FODVVHVEDVHGQRWRQSULRUVWDQGLQJVRUKHUHGLW\EXWRQHGXFDWLRQDQGZRUWK+RZHYHURWKHU
WKDQWKHVHWZRTXDOLILFDWLRQVWKHDULVWRFUDF\ZDVRSHQWRDQ\RQHDQG7ZDLQGHVFULEHVKRZ
ZRPHQKDYHIUHHDFFHVVWRJRYHUQPHQWDVWKHHGXFDWLRQDOEDUULHUVZHUHEOLQGDQGWKDWVHYHUDO
ZRPHQKDGPDGHJUHDW³*UDQG&DOLSKV´WKHKHDGH[HFXWLYHRI*RQGRUZKRVHUYHVIRU
\HDUVDQGZHUHRIWHQYDOXDEOHPHPEHUVRIWKHFDELQHWPDNLQJWKHVHFODLPVIRUZRPHQ¶V
VXIIUDJHDOPRVW\HDUVEHIRUHVXIIUDJHZDVJUDQWHG+HUH7ZDLQVHHPVWREHPDNLQJDFDVH
7KH0\VWHULRXV6WUDQJHU3J
+HFODLPVWREHWKHQHSKHZRIWKHIDPRXVIDOOHQDQJHOZKHWKHUWKLVLVDWUXHVWDWHPHQWRUQRWLVDQ
LQTXLU\IRUDQRWKHUWLPH
7KH0\VWHULRXV6WUDQJHU3J




IRUWKHHTXDOLW\RIZRPHQZKLFKFDQEHDFKLHYHGZLWKWKHGHYHORSPHQWRIHTXDOLW\RIHGXFDWLRQ
:LWKHTXDODFFHVVWRHGXFDWLRQZRPHQDUHMXVWDVFDSDEOHDWUXOLQJDVPHQDUH3RVVLEO\WKH
PRVWLQWHUHVWLQJDVSHFWRIWKLVSLHFHLVWKHIDFWWKDWQRGRZQVLGHVWRWKLVV\VWHPDUHGLVFXVVHG
DV7ZDLQGLGQRWRIWHQZULWHZLWKRXWFULWLTXLQJWKHVXEMHFWPDWWHU7KLVHOHPHQWRIVWULFWSUDLVHLV
DFRQYLQFLQJDUJXPHQWIRUWKHVHULRXVQHVVRI7ZDLQ¶VLGHDV+RZHYHURQHPXVWVWLOOEH
FDXWLRXVDVWKHVDPHPDQQHURIKLHUDUFK\VHHPLQJO\LGHDOL]HGLQ*RQGRULVDOVRFULWLFL]HGLQ
VRPHRIKLVRWKHUZRUNVHVSHFLDOO\LQ7KH$PHULFDQ&ODLPDQWZKLFKZLOOEHWUHDWHGZLWKPRUH
GHWDLOLQDODWHUFKDSWHU
7KHUHIRUHDQLGHDOJRYHUQPHQWXQGHU7ZDLQZRXOGVHHPWREHDXQLYHUVDOUHSXEOLFRU
GHPRFUDF\ZKHUHHYHU\RQHKDGDEDVHOLQHXQGHUVWDQGLQJDQGLQIOXHQFHRQWKHJRYHUQPHQWEXW
WKHHGXFDWHGDQGZHDOWK\PHPEHUVRIWKHVRFLHW\FRXOGKDYHPRUHRIDQLQIOXHQFH7KHIRFXV
KHUHLVFOHDUO\RQWKHHGXFDWLRQDODVSHFWRIWKLVVRFLHW\,Q*RQGRU7ZDLQDUJXHVDWOHQJWKWKDW
WKLVV\VWHPZRXOGSURYLGHIRUWKHJUDQGHGXFDWLRQRIWKH\RXWK7KLVLVEHFDXVHHDFKLQGLYLGXDO
ZRXOGZDQWWRREWDLQDVPDQ\YRWHVDVSRVVLEOHDQGHGXFDWLRQZRXOGEHWKHPRVWVHFXUH
PHDQVWRGRVR,WLVLQWHUHVWLQJWRQRWHKHUHWKDW7ZDLQKLPVHOIKDGDQLQWHUHVWLQJUHODWLRQVKLS
ZLWKHGXFDWLRQHVSHFLDOO\KLJKHUHGXFDWLRQ,QKLVHDUO\OLIHKHZDVYHU\SURXGDQGDVWDXQFK
GHIHQGHURIKLVRZQVHOIHGXFDWLRQ7KLVDSSHDUVLQDVPDOODPRXQWLQ7KH$PHULFDQ&ODLPDQWDV
WKHHDUO7UDF\GHVSLWHKLVKLJKHGXFDWLRQFDQQRWILQGDMRE,WDOVRDSSHDUVLQKLVHDUO\WUDYHO
ZULWLQJDVLQERWK/LIHRQWKH0LVVLVVLSSLDQG5RXJKLQJ,WKHSUDLVHVDQGHOHYDWHVWKH
LQGLYLGXDOVZKRKDYHHGXFDWHGWKHPVHOYHVDQGULVHQWRDSODFHDERYHWKHLUELUWKDVEHLQJWKH
PRVWFHOHEUDWHGRUWKHPRVWIUHH%XWODWHULQKLVOLIHKHFKHULVKHGWKHKRQRUDU\GRFWRUDWHWKDW
2[IRUGEHVWRZHGXSRQKLP+HUH7ZDLQLVVHWWLQJXSDV\VWHPZKHUHWKRVHZKRZRXOG
RWKHUZLVHEHVHOIHGXFDWHGDQGLQWHOOLJHQWFRXOGEHQHILWIURPWKHDGYDQWDJHRIDKLJKHU
HGXFDWLRQDQGEHFRPHHYHQPRUHYDOXDEOHWRVRFLHW\WKDQWKH\DOUHDG\DUH7KLVHGXFDWLRQ

ZRUNVWRPD[LPL]HWKHDGYDQWDJHWKDWWKH\ZHUHERUQZLWK7ZDLQ¶VWKRXJKWVRQHGXFDWLRQDQG
³WUDLQLQJ´DUHYHU\SUHVHQWLQ:KDW,V0DQ"ZKHUHKHGLVFXVVHVWKHQHFHVVLW\IRUH[SRVLQJ
RQHVHOIWRWKHEHVWSRVVLEOHH[SHULHQFHVDQGWUDLQLQJLQRUGHUWRPD[LPL]HWKHDELOLWLHVDQG
VSLULWXDOZDQWVRIDSHUVRQ
$V\VWHPRIJRYHUQPHQWZKHUHWKHPRVWHGXFDWHGDQGFDSDEOHLQGLYLGXDOVULVHWRWKHWRS
LVWKHLGHDO7KLVLVDQHGXFDWLRQEDVHGDULVWRFUDF\FRPELQHGZLWKWKHIHDWXUHVRIDGHPRFUDF\
WKDW7ZDLQVXJJHVWHG+HUHZHVHHWKHEHJLQQLQJRIDUHFXUULQJWKHPHLQ7ZDLQZKHUHLQKH
DFNQRZOHGJHVWKHIXQGDPHQWDOQHFHVVLW\RIDW\SHRIDULVWRFUDF\7KLVLVVXSSRUWHGLQ7KH
&XULRXV5HSXEOLFRI*RQGRUDVZHOODV:KDWLV0DQ"DQGRWKHUZULWLQJV,WLVDOVRDSSDUHQWLQ
&RQQHFWLFXW<DQNHH+DQN0RUJDQEHLQJWKHPRVWHGXFDWHGLQGLYLGXDOVHWVXSKLV
³PDQIDFWRULHV´ZLWKWKHJRDORIFUHDWLQJWKLVUXOLQJHGXFDWHGFODVV+HDOVRFODLPVWRZLVKWR
VWDUWDUHSXEOLFEXWZKDWKHLVUHDOO\DLPLQJIRULVWKLVW\SHRIDULVWRFUDWLFGHPRFUDF\OHGE\
+DQNKLPVHOI7KHFRQVHQWRIWKHSHRSOHLVDPDMRUSRLQWIRU+DQNDVKHFODLPV³WREHYHVWHG
ZLWKHQRUPRXVDXWKRULW\LVDILQHWKLQJEXWWRKDYHWKHRQORRNLQJZRUOGFRQVHQWWRLWLVDILQHU´
+DQNZDQWVWKH$UWKXULDQZRUOGWRFRQVHQWWRKLVUXOHDQGLQRUGHUWRGRVRWKH\PXVW
XQGHUVWDQGZKDWWKLVFRQVHQWLV+DQNLV³DPDQRINQRZOHGJHEUDLQVSOXFNDQGHQWHUSULVH´
DQGLWLVFOHDUWKDW7ZDLQYLHZVWKLVW\SHRILQGLYLGXDODVEHLQJWKHPRVWYDOXDEOHWRDQ\QDWLRQ
7KLVLVWKHVDPHW\SHRISHUVRQKHGHVFULEHVDVEHLQJWKHPRVWIUHHLQFOXGLQJWKHSLORWVRI
VWHDPVKLSVRQWKH0LVVLVVLSSLDQGWKHRZQHUVRIVWDJHFRDFKVWDWLRQVWKHVHLQGLYLGXDOVDUHWR
EHJLYHQDIXOOHUWUHDWPHQWODWHULQWKLVZRUN$SURSHUGHPRFUDF\VKRXOGFXOWLYDWHWKHVH
LQGLYLGXDOVDQGJLYHWKHPWKHRSSRUWXQLW\WRULVHEH\RQGWKHLUVWDWLRQDQGUXOH+RZHYHUWKHVH
VROXWLRQVDUHXQVDWLVIDFWRU\DVWKHVHDUHQRPHDQVIRUDFWXDOO\HQDFWLQJWKHVHFKDQJHVDQGWKH
LGHDOVRFLHW\IRU*RQGRUUHDOO\KDVQREDVLVRQ$PHULFD7KHUHIRUHLQRUGHUWRREWDLQDSUDFWLFDO
ZRUNDEOHVROXWLRQWRWKHVHSUREOHPVZHKDYHWRWXUQWRRWKHUZRUNV&RQQHFWLFXW

<DQNHHSURYLGHVIHUWLOHJURXQGIRUWKLVOLQHRILQTXLU\
,QWURGXFLQJ+DQN0RUJDQ
&RQQHFWLFXW<DQNHHLVDXVHIXOQRYHOLQEULQJLQJRXW7ZDLQ¶VXQGHUVWDQGLQJRIWHFKQRORJ\
DQGVRFLHW\LQSDUWEHFDXVHWKHPDLQFKDUDFWHU+DQN0RUJDQLVUHSUHVHQWDWLYHRIWKH
$PHULFDQDWWLWXGHWRZDUGVWHFKQRORJ\8WLOL]LQJWKHRYHUDOOSORWRI&RQQHFWLFXW<DQNHHLQYROYLQJ
WKHLQWURGXFWLRQRIWHFKQRORJ\WR$UWKXULDQ(QJODQGZHFDQEHJLQWRVKHGOLJKWRQWKHSUREOHPRI
WHFKQRORJ\+DQN¶VEDFNJURXQGDVD1HZ(QJODQGWHFKQRFUDWPDNHVKLPDQLGHDOFKDUDFWHU
WKURXJKZKLFKWRVWXG\WKHUHODWLRQVKLSEHWZHHQGHPRFUDF\DQGWHFKQRORJ\,QIDFWKLV
H[LVWHQFHDVDFKDUDFWHUVHHPVWRUHSUHVHQWDOORI$PHULFD¶VXQGHUVWDQGLQJUHJDUGLQJWKLV
UHODWLRQ,IZHFDQFRPHWRXQGHUVWDQG+DQN0RUJDQZHFDQREWDLQDSURSHUOHQVZLWKZKLFKWR
YLHZ&RQQHFWLFXW<DQNHHDQGXQGHUVWDQG7ZDLQ¶VVXJJHVWLRQVIRUGHPRFUDWLFVRFLHW\LQWKH
PRGHUQDJH
+DQN0RUJDQLVDQLGHDOL]HGFKDUDFWHUWDNLQJYDULRXVH[DJJHUDWHGDVSHFWVRI0DUN
7ZDLQ¶VFKDUDFWHUDQGDGGLQJWRWKDWLV7ZDLQ¶VFRQFHSWRISHUIHFWIUHHGRPLQRUGHUWRFUHDWHD
FKDUDFWHUZKRLVFDSDEOHRIGUDZLQJRXWWKHGLVWLQFWLRQEHWZHHQWHFKQRORJ\DQGVRFLHW\LQERWK
WKHWKDQGWKFHQWXULHV$VDUHFRQVWUXFWLRQLVWWHFKQRFUDWZLWKDSHUIHFWNQRZOHGJHRI
HYHU\WKLQJUHOHYDQWWRKLVVLWXDWLRQKHLVDSHUIHFWH[DJJHUDWLRQRIWKHWLPHKHUHSUHVHQWV+LV
ILUVWZRUGVWR0DUN7ZDLQSRUWUD\HGDVWKH)UDQNHQVWLHQHVTXH³SURSHU´QDUUDWRUDUHVLPSO\³,
DPDQ$PHULFDQ´ 7KLVLVILWWLQJLQDSUDFWLFDOVHQVHDV7ZDLQ³PHHWV´KLPRQDWRXURIDFDVWOH
LQ(QJODQGEXWLVDOVRTXLWHUHYHDOLQJDVLWGHVFULEHVWKHVLPSOH\HWVXUSULVLQJO\GHHSQDWXUH
WKDW+DQNHPERGLHV+HLVWKH³<DQNHHRIWKH<DQNHHVDQGSUDFWLFDO\HVDQGQHDUO\EDUUHQRI
3J&RQQHFWLFXW<DQNHH


VHQWLPHQW´ 7KLVSKUDVHLQYRNHVERWKWKHLGHDOLVWLFUHSUHVHQWDWLYHQDWXUHRI+DQN¶VH[LVWHQFH
DVZHOODVKLVWHFKQRORJLFDOXQGHUVWDQGLQJ+HLVQHYHUPRUHWKH³<DQNHHRIWKH<DQNHHV´WKDQ
KHLVWKLUWHHQKXQGUHG\HDUVLQWKHSDVWDQGLWLVWKURXJKWKLVOHQVWKDWZHFRPHWRNQRZ+DQN
+HLVH[FOXVLYHO\SRUWUD\HGDVWKHVLQJXODUPDQRIKLVWLPHVROHO\UHSUHVHQWLQJWKHQLQHWHHQWK
FHQWXU\WRWKHVL[WK6RLGHDOLVWLFLV+DQNWKDWKHVSHQGVQHDUO\KDOIRIWKHERRNZLWKRXWDSURSHU
QDPHUHIHUUHGWRRQO\DVWKLV³<DQNHH´7KLVODFNRIDQDPHRQO\VHUYHVWRHPSKDVL]HKLV
UHSUHVHQWDWLYHQDWXUH+HLVWKHH[DJJHUDWHGGHPRFUDWXVHGWRVKRZWKHDGYDQWDJHVDQG
GLVDGYDQWDJHVRIWKHWZRJRYHUQPHQWDOVWUXFWXUHVWKDW7ZDLQLVFRPSDULQJLQ&RQQHFWLFXW
<DQNHH,QIDFW+DQN0RUJDQFDQEHXQGHUVWRRGERWKDVWKLVLGHDOGHPRFUDWLFFKDUDFWHUDQGDV
DFKDUDFWHULVWLF0DUN7ZDLQWDNHQWRWKHH[WUHPH,QRUGHUWRXQGHUVWDQGWKHSROLWLFDODQG
WHFKQRORJLFDOLPSOLFDWLRQVRI&RQQHFWLFXW<DQNHHRQHPXVWILUVWXQGHUVWDQGWKHWLWXODUFKDUDFWHU
+DQNDQG7ZDLQ
+DQN0RUJDQFDQEHVHHQDVDQH[DJJHUDWHGFDULFDWXUHRI7ZDLQKLPVHOIZKRLVDOVRD
FKDUDFWHU0DUN7ZDLQWKHFKDUDFWHULVGLVWLQFWIURP6DPXHO&OHPHQVWKHLQGLYLGXDODQGWKLV
FKDUDFWHUDSSHDUVDVWKHQDUUDWRULQWKHERRN6RZHDUHLPPHGLDWHO\SODFHGLQDSUHFDULRXV
SRVLWLRQZKHUHDQH[DJJHUDWLRQRIWKH7ZDLQFKDUDFWHULVWHOOLQJWKHVWRU\WR0DUN7ZDLQWKH
FKDUDFWHUZKLFKLVDFWXDOO\DQRYHOZULWWHQE\0DUN7ZDLQWKHSVHXGRQ\PRI6DPXHO
&OHPHQV+RZHYHUWKLVSXWVWKHDWWHQWLYHUHDGHULQDXQLTXHSRVLWLRQWKDWDOORZVWKHUHDGHUWR
XVH+DQNDVDZLQGRZLQWRKRZ7ZDLQYLHZVKLPVHOI7ZDLQLVDF\QLFDOGHPRFUDWZKRVH
HPEUDFHRIWHFKQRORJ\LQIOXHQFHVHYHU\DVSHFWRIKLVOLIHDQG+DQNUHIOHFWVWKLVDVZHOODVKLV
SDUWLFXODUKXPRUDQGKDUVKQHVVRIFKDUDFWHU+RZHYHUWKHVHDVSHFWVRI7ZDLQ¶VSHUVRQDOLW\
DUHH[DJJHUDWHGLQ+DQN0RUJDQ+DQNLVPRUHGHYRWHGWRWHFKQRORJ\LVPRUHRIDQ
,ELG


HQWUHSUHQHXULDOPDQDJHUDQGDQDOODURXQGIXUWKHUH[DJJHUDWHGFKDUDFWHUWKDQ7ZDLQ7KHVH
VLPLODULWLHVDUHIRXQGLQERWKWKHYDULRXVZULWLQJVRI7ZDLQLQFOXGLQJ7KH$XWRELRJUDSK\ DQG
ZLWKWKHDFWLRQVWKDW+DQNWDNHV,QKLV$XWRELRJUDSK\7ZDLQFRPHVRIIDVNQRZOHGJHDEOH
DERXWWHFKQRORJ\KDYLQJRQHRIWKHILUVWWHOHSKRQHVLQKLV+DUWIRUGKRXVHDVZHOODVGHYHORSLQJ
RUIXQGLQJQXPHURXVWHFKQRORJLHVVRPHWLPHVWRKLVRZQILQDQFLDOUXLQDQGERWKDVWDXQFK
GHIHQGHUDQGFULWLFRIGHPRFUDF\HYHQJRLQJVRIDUDVWRDGYRFDWHWKHGHVWUXFWLRQRIWKHSDUW\
V\VWHPDQGDPDQZLWKDVKRUWWHPSHUZKRLVTXLFNWRODPEDVWHRUWKUHDWHQLQGLYLGXDOV+HLV
DOVRDVNHSWLFLQUHJDUGVWRQHDUO\HYHU\DVSHFWRIKLVOLIHLQFOXGLQJUHOLJLRQWHFKQRORJ\DQG
SROLWLFV
7KLVFUHDWHVWKHXQLTXHGLFKRWRP\RI7ZDLQ¶VFKDUDFWHUDQGWKHUHODWLRQEHWZHHQWKH
DFNQRZOHGJHPHQWRIWKHQHFHVVLW\RIWHFKQRORJ\DQGJRYHUQPHQWDQGWKHLQWHUQDOVNHSWLFLVP
UHJDUGLQJWKHLUXVDJH+DQNWDNHVWKHVHHOHPHQWVRIWKHFKDUDFWHURI7ZDLQWRWKHLUIXQGDPHQWDO
RUH[WUHPHSRVLWLRQE\UHPRYLQJDOOVNHSWLFLVP:KHUH7ZDLQLVVNHSWLFDODERXWWKHXVDJHRI
JRYHUQPHQW+DQNDLPVWRFUHDWHGHPRFUDWLFJRYHUQDQFHLQKLVRZQLPDJHWDNLQJIRUJUDQWHG
WKHJRRGVRIGHPRFUDF\+HWDNHVWKHVDPHDWWLWXGHWRZDUGVWHFKQRORJ\7ZDLQDFFHSWVEXW
VWLOOTXHVWLRQVWKHXVDJHRIWHFKQRORJ\ZKLOH+DQNDFFHSWVLWRXWULJKW7KHTXHVWLRQRIZKHWKHU
WKHWHFKQRORJ\WKDW+DQNDLPVWRSURYLGHWRWKH$UWKXULDQNLQJGRPLVDFWXDOO\JRRGIRUWKH
LQGLYLGXDOVLVQHYHUUDLVHGEXWIRU+DQNLWVLPSO\PXVWEHSURJUHVVLVDOZD\VDQGQHFHVVDULO\
JRRG7KLVDOORZV+DQNWRHPERG\WKHSRVLWLYHHOHPHQWVRI7ZDLQ¶VWKRXJKWDQGOHWV7ZDLQSOD\
ZLWKWKHSRVVLEOHFRQVHTXHQFHVRIWKHW\SHRIEODQNHWDFFHSWDQFH%XWWKHTXHVWLRQRIZK\
7ZDLQZRXOGXVHKLVRZQFKDUDFWHULVWLFVFDQVWLOOEHUDLVHGHVSHFLDOO\DVKHLVJRLQJWRFULWLTXH
WKHPTXLWHKDUVKO\%HVLGHVWKDWEHLQJWKHVWDQGDUGSURFHGXUHIRU7ZDLQDVKHXVHGHOHPHQWV
RIKLVRZQSHUVRQDOLW\RUFKDUDFWHULQQHDUO\DOORIKLVZRUNVLWVHHPVWRSRLQWDWWKH7ZDLQ
FKDUDFWHUEHLQJDFRQVFLRXVPRGHOIRU$PHULFD7ZDLQKDVLQWHQWLRQDOO\PROGHGKLVSHUVRQDO
7KH$XWRELRJUDSK\RI0DUN7ZDLQ9ROXPH+DUULHW(OLQRU6PLWK(GLWRU


FKDUDFWHUZLWKWKHLQWHQWRIDSSHDOLQJDVD$PHULFDQHYHU\PDQ7KHUHIRUHLWVHHPVRQO\QDWXUDO
WKDWZKHQKHQHHGVDQH[DJJHUDWHG$PHULFDQLGHDOKHVWHDOVIURPKLPVHOI,WLVDOVRZRUWK
QRWLQJWKDWKHLVLQWHQWLRQDOO\H[DJJHUDWLQJWKHVHHOHPHQWVDQGLVPDNLQJWKHDUJXPHQWWKDW
VNHSWLFLVPLVIXQGDPHQWDOO\DJRRGWKLQJDQGIDLOXUHWRH[HUFLVHSURSHUVNHSWLFLVPFDQOHDGWR
GLVDVWURXVFRQVHTXHQFHV
7ZDLQDOVRHODERUDWHVRQWKHGLIIHUHQWFRQIOLFWVGHYHORSHGZLWKLQ&RQQHFWLFXW
<DQNHHWKLVLQFOXGHVWKHUHOLJLRXVTXHVWLRQRIWKHGLYLQHULJKWRINLQJVDVZHOODVWKHTXHVWLRQV
RIGHPRFUDF\DQGWHFKQRORJ\WKDW,DPPRVWLQWHUHVWHGLQ7KHVHTXHVWLRQVDUHUDLVHGEHFDXVH
DVVXFKDKHDGVWURQJDQGG\QDPLFFKDUDFWHU+DQNDOORZV7ZDLQWRSXWWKHH[WUHPHVRIWKHWZR
VRFLHWLHVLQDKHDGWRKHDGFRQWHVWZKHUHWKHDGYDQWDJHVDQGIODZVRIHDFKDUHGUDZQRXW
+DQN¶V)UHHGRP
+DQN0RUJDQLVRQHRIWKHIHZLQGLYLGXDOVWKDW7ZDLQFKDUDFWHUL]HVDVEHLQJ³SHUIHFWO\
IUHH´$PRQJVWWKHVHLQGLYLGXDOVDUHWKHVWHDPERDWSLORWRI/LIHRQWKH0LVVLVVLSSLDQGWKH
VWDJHFRDFKGULYHURI5RXJKLQJ,W6RZKDWLVWKLVSHUIHFWIUHHGRPWKDW7ZDLQDWWULEXWHVWRWKHVH
FKDUDFWHUVDQGKRZGRHVLWDIIHFW+DQN0RUJDQDQGZKDWKHUHSUHVHQWV",IZHWDNHWKHVHWKUHH
LQGLYLGXDOVZHFDQWKURXJKDFRPSDULVRQRIWKHVSHFLILFIHDWXUHVRIHDFKFRPHWRDQ
XQGHUVWDQGLQJUHJDUGLQJ7ZDLQ¶VLGHDRIIUHHGRPDQGKRZWKLVIUHHGRPLQWHUDFWVZLWKWKHFODVK
RIJRYHUQPHQWVVHHQLQ&RQQHFWLFXW<DQNHH(DFKRIWKHVHSHUIHFWO\IUHHLQGLYLGXDOVKDV
VSHFLILFDVSHFWVWKDWELQGWKHPWRJHWKHUDQGFUHDWHDFRKHUHQWSLFWXUHRIIUHHGRPLQ$PHULFD
7KHVHDVSHFWVGHPRQVWUDWHKRZ+DQNDQGWKHRWKHUIUHHLQGLYLGXDOVDUHXOWLPDWHO\GHILQHGE\
WKHLUMREVZKLFKUHTXLUHDKLJKOHYHORIVNLOODQGDUHXQLTXHLQWKHFRPSOHWHDXWRQRP\DOORZHG

+DQNGHILQHVKLPVHOIWKURXJKKLVRFFXSDWLRQDQGLWLVEHFDXVHRIKLVMREWKDWKHHQMR\V
WKLVIUHHGRP+HLVWKH³KHDGVXSHULQWHQGHQW´ZLWK³DFRXSOHRIWKRXVDQGPHQ´ XQGHUKLPDW
WKH&ROWJXQIDFWRU\DQGLVDEOHWR³EXLOGDQ\WKLQJWKDWFDQEHEXLOW´+DQNGRHVQRWHYHQ
DFNQRZOHGJHWKHH[LVWHQFHRIKLVVXSHULRUVZHQHYHUVHHRUKHDUWKHPOHDYLQJ+DQNSHUIHFWO\
IUHHWR³ERVV´WKLVIDFWRU\DVKHOLNHVLQFOXGLQJKDQGOLQJGLVFLSOLQDU\LVVXHVKLPVHOI
+DQN¶VIUHHGRPLQKLVRFFXSDWLRQLVVLPLODUWRWKHWZRSHUIHFWO\IUHHLQGLYLGXDOVDOUHDG\
PHQWLRQHG7KHILUVWRIWKHVHLVWKH0LVVLVVLSSLULYHUERDWSLORWZKRKDVFRPSOHWHFRQWURORYHU
WKH6WHDPERDWWKDWKHSLORWHGXSDQGGRZQWKH0LVVLVVLSSLLQWKHHDUO\V7KHVHSLORWVZHUH
H[WUHPHO\VNLOOHGRSHUDWRUVZKRKDGWRNQRZHYHU\DVSHFWRIWKRXVDQGVRIPLOHVRIWKHULYHU
DQGZKHQDWWKHKHOPDQVZHUHGWRQRRQH$FFRUGLQJWR7ZDLQ³DSLORWLQWKRVHGD\VZDVWKH
RQO\XQIHWWHUHGDQGHQWLUHO\LQGHSHQGHQWKXPDQEHLQJWKDWOLYHGRQWKHHDUWK´ $OORWKHU
LQGLYLGXDOVDQGRFFXSDWLRQVIURPNLQJVWRFOHUJ\PHQDUHVXEMHFWWRWKHZLOODQGFRQWURORI
RWKHUVEXWWKHVWHDPERDWSLORWLVWKHXOWLPDWHDXWKRULW\RQKLVVKLS³+LVPRYHPHQWVZHUHHQWLUHO\
IUHHKHFRQVXOWHGQRRQHKHUHFHLYHGFRPPDQGVIURPQRERG\´+HZDV³DQDEVROXWHPRQDUFK
ZKRZDVDEVROXWHLQVREHUWUXWKDQGQRWE\DILFWLRQRIZRUGV´7ZDLQILQGVWKLVIUHHDQG
DXWKRULWDWLYHRFFXSDWLRQERWKDGPLUDEOHDQGLQWR[LFDWLQJ7KHPDMRULW\RI/LIHRQWKH
0LVVLVVLSSLFRQFHUQVKLVRZQPLOGO\ILFWLRQDOL]HGHIIRUWVWREHFRPHRQHRIWKHVHSLORWV)RU
7ZDLQWKHUHDUHWZRLPSOLFLWDVSHFWVRIWKHVWHDPERDWSLORWWKDWPDNHKLPLQWRWKLV³SHUIHFWO\
IUHH´LQGLYLGXDOZKRDOVRUHSUHVHQWVWKHSLQQDFOHRI$PHULFDQIUHHGRP7KLVLVKRZKLVIUHHGRP
WLHVLQWRWKHFRQFHSWRISROLWLFDOIUHHGRPIRXQGLQDGHPRFUDF\DQGKRZKLVPDVWHU\RID
SDUWLFXODUWHFKQRORJ\DOORZVKLPWRJDLQWKLVIUHHGRP'HVSLWHWKHIDFWWKDW7ZDLQFRPSDUHVWKH
SLORWWRDQXQIHWWHUHGNLQJWKLVW\SHRIIUHHGRPWKDWKHHQMR\VLVDFWXDOO\DGHPRFUDWLFRQHWLHG
&RQQHFWLFXW<DQNHHSJ
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GLUHFWO\WRKLVUHSXWDWLRQVNLOODQGXQGHUVWDQGLQJ+HLVDQ$PHULFDQVHOIPDGHPDQZKRVH
DELOLW\WRQDYLJDWHWKHLQFUHGLEO\WUHDFKHURXVZDWHUVDOORZVKLPWRULVHDERYHWKHFDSWDLQDQG
HYHQWKHRZQHUE\WKHYLUWXHRIKLVGHYHORSHGVNLOO7KLVLVIUHHGRPEDVHGLQQRWRQO\WKHSLORW¶V
VNLOOEXWKLVVNLOOZLWKDVSHFLILFSLHFHRIWHFKQRORJ\WKH0LVVLVVLSSLULYHUVWHDPERDW,WLV
EHFDXVHKHKDVGHYHORSHGWKLVLQWLPDWHNQRZOHGJHRIWKLVWHFKQRORJ\DQGLWVSURSHUXVHWKDWKH
JDLQVWKLVQHDUO\XQOLPLWHGIUHHGRP7KLVVHHPVWREHRQHRIWKHH[DPSOHVRIWKHSURSHUXVHRI
WHFKQRORJ\LQVRFLHW\7KH0LVVLVVLSSLVWHDPVKLSLVDWHFKQRORJ\WKDWH[SDQGHGWUDGHDQG
IDFLOLWDWHGHFRQRPLFJURZWKDQGDOORZHGIRU\RXQJWHFKQRORJLFDOO\GHIWLQGLYLGXDOVWRULVHWRD
SURPLQHQWVWDWLRQDQGJDLQDIUHHGRPWKDWZRXOGQRWKDYHEHHQDYDLODEOHWRWKHPLQDQ\RWKHU
ORFDWLRQGRLQJDQ\RWKHUMRE
7KHVWDJHFRDFKGULYHUIRXQGLQ5RXJKLQJ,WDOVRKDVPDQ\RIWKHVDPHWUDLWVWKDW+DQN
DQGWKHVWHDPERDWSLORWVKDUH+HWRRKDVFRPSOHWHDXWRQRP\LQJRLQJDERXWKLVEXVLQHVVDQG
LVVROHO\UHVSRQVLEOHIRUWKHPDLQWHQDQFHRIWKHVWDWLRQ+HLVWRKLVFRZRUNHUVVWDWLRQ
NHHSHUVDQGKRVWOHUV³DKHURDJUHDWDQGVKLQLQJGLJQLWDU\WKHZRUOG¶VIDYRULWHVRQ´ 7KH
GULYHUHQMR\VDGLIIHUHQWW\SHRIIUHHGRPDQGUHVSHFWDELOLW\WKDQWKH0LVVLVVLSSLULYHUSLORWEXW
WKHLURYHUDOOFRQGLWLRQLVVLPLODU7KHGULYHU¶VUHVSHFWDELOLW\DQGIUHHGRPERWKFRPHIURPKLV
VNLOOHGRFFXSDWLRQEHLQJWKHPDVWHURIWHFKQRORJ\)RUWKHVWDJHFRDFKGULYHUWKLVWHFKQRORJ\LV
PRUHWLHGWRWKHLGHDRISURJUHVVWKDQWKHVWHDPERDWLV7KHGULYHUDOORZVIRUFRQWLQXHG
ZHVWZDUGH[SDQVLRQDQGWKHSURJUHVVLRQRI$PHULFDDVDQDWLRQ7KLVWHFKQRORJ\WKDWKHLVD
PDVWHURILVWKHHQWLUHVWDJHFRDFKVWUXFWXUHIURPWKHDFWXDOFRDFKLWVHOIWRWKHURXWHVDQG
VWDWLRQVHVWDEOLVKHGDFURVVWKHZLOGHUQHVV7KLVLVDWHFKQRORJ\RIORJLVWLFVEXWDWHFKQRORJ\
QHYHUWKHOHVVDQGWKHVWDJHFRDFKGULYHULVWKHPDVWHURILW
5RXJKLQJ,WSJ


1RZIRU7ZDLQZHFDQFRPHWRJDLQVRPHPDQQHURILQVLJKWWRZKDWKLVLGHDRISHUIHFW
GHPRFUDWLFIUHHGRPLV7KLVIUHHGRPLVGHILQHGE\WKHLQGLYLGXDOSURIHVVLRQDQGWKHPDQQHULQ
ZKLFKLWLVFRPSOHWHG7KHVHDUHSURIHVVLRQVWKDWLQYROYHERWKWKHPDVWHU\RIFXWWLQJDJH
WHFKQRORJ\DQGWKHIUHHGRPWKDWGHPRFUDF\RIIHUV+DQNZRUNVLQDODQGPDUNDQGLQQRYDWLYH
JXQIDFWRU\WKHSLORWLVRQWKHEOHHGLQJHGJHRIWKH0LVVLVVLSSLULYHUWUDGHDQGWKHVWDJHFRDFK
GULYHUIDFLOLWDWHVZHVWZDUGH[SDQVLRQ7KHUHIRUHWKHXVHRIWHFKQRORJ\LVNH\IRUWKHIXOO
GHPRFUDWLFH[SHULHQFH7KHVHDUHWKHLQGLYLGXDOVZKRDUHWDNLQJWKHPRVWDGYDQWDJHRIWKHLU
GHPRFUDWLFH[SHULHQFH(DFKRIWKHVHSURIHVVLRQVDUHXQLTXHO\$PHULFDQMREVDQGWKH
LQGLYLGXDOVZKRPDVWHUWKHPDUHHPEUDFLQJWKH$PHULFDQDQGGHPRFUDWLFWKHPHVWKDWSOD\ODUJH
UROHVLQ7ZDLQ¶VRWKHUZRUNVWKHPHVWKDW+DQNKLPVHOILVDEOHWRH[SORUHLQ&RQQHFWLFXW<DQNHH
:HILQGWKDW+DQN0RUJDQPDQDJHVWREHERWKDG\QDPLFDQGLQWHUHVWLQJLQGLYLGXDO
FKDUDFWHUDQGDUHSUHVHQWDWLRQRIWKH$PHULFDQ³WHFKQRFUDF\´7KLVUHSUHVHQWDWLYHQDWXUHRI
+DQN0RUJDQFRPHVRXWZKHQWKHHOHPHQWVRIWKHSORWIDOODVLGHWRWKHQHHGVRIWKHODUJHUSRLQWV
WKDW7ZDLQVHHNVWRPDNH7KHVHDUHWKHVDPHHOHPHQWVWKDW7ZDLQLVFULWLFL]HGIRU.XUW
9RQQHJXWHVSHFLDOO\XQGHUVWDQGVWKLVZKHQKHEULQJVRXWWKHLPSUREDELOLWLHVRIVRPHRI7ZDLQ¶V
SORWHOHPHQWVHVSHFLDOO\+DQN¶VXVDJHRIWKHHFOLSVHWRJDLQSRZHULQKLVLQWURGXFWLRQWRWKH
2[IRUG0DUN7ZDLQHGLWLRQRI&RQQHFWLFXW<DQNHH+DQNXWLOL]HVWKLVHFOLSVHWRQRWRQO\VDYHKLV
RZQOLIHEXWDOVRWRSURSHOKLPVHOIWRDSODFHRIKRQRUDQGLQIOXHQFHLQ$UWKXULDQVRFLHW\
+RZHYHUDV9RQQHJXWSRLQWVRXWWKHNQRZOHGJHWKDW+DQNKDVUHJDUGLQJWKLVHYHQWLVVR
IDUIHWFKHGVRLPSUREDEOHWKDWLWYHU\PXFKQHDUO\FDXVHVWKHUHDGHUWRDEDQGRQWKLVZKROH
HQWHUSULVH+RZHYHUWKLVSORWSRLQWLVQHFHVVDU\WRPDNHWKHODUJHUSRLQWDERXWLQWHOOHFWXDO
VXSHULRULW\DQGWKHVXSHUQDWXUDOVXVSLFLRQVRIWKHPHPEHUVRIWKH$UWKXULDQFRXUW,WUHSUHVHQWV
WKHGXDOQDWXUHRI+DQN0RUJDQ+HUHSUHVHQWVRQHVLGHRIWKHIXQGDPHQWDOFRQIOLFW
RI&RQQHFWLFXW<DQNHH+HLVWKHUHSUHVHQWDWLRQRIGHPRFUDF\DQGLWVFRUUHVSRQGLQJLGHRORJ\

LQRSSRVLWLRQWRWKHPRQDUFK\RIWKH$UWKXULDQFRXUWZLWKLWVRZQLGHRORJ\+DQN0RUJDQLV
SHUIHFWO\GHYHORSHGWREULQJRXWWKHWKHPHWKDW7ZDLQLVORRNLQJWRGHYHORSZLWKLQ&RQQHFWLFXW
<DQNHH7KLVVHPLDXWRELRJUDSKLFDOVHPLLGHDOFKDUDFWHULVLQWHQGHGWRFRQIOLFWZLWKWKH
PHGLHYDOLGHDOLVWLFFKDUDFWHUVRI.LQJ$UWKXUDQG0HUOLQUHJDUGLQJJRYHUQPHQWDQGWHFKQRORJ\
UHVSHFWIXOO\,ZLOODLPWRH[SORUHDOORIWKHVHLVVXHVLQGHDOLQJZLWK7ZDLQ¶VXQGHUVWDQGLQJRI
WHFKQRORJ\LQGHPRFUDFLHV
7KH'HPRFUDWLF$UURJDQFH
1RZWKDWZHKDYHEHHQLQWURGXFHGWR+DQN0RUJDQDQGZHXQGHUVWDQGWKHRULJLQVDQG
SXUSRVHRIKLVFKDUDFWHUZHFDQQRZWXUQWRKLVLQWHUDFWLRQVZLWKWKHQRQGHPRFUDWLF
FKDUDFWHUV7KLVLVLPSRUWDQWIRUVHYHUDOUHDVRQV$PEOHUPDNHVWKHFDVHWKDWWKLVLQWHUDFWLRQ
VKRZVLQVLJKWLQWRKLVPHQWDOLW\DQGKRZKLVDWWLWXGHWRZDUGVWKHPFKDQJHVRYHUWKHFRXUVHRI
WKHQRYHO,DJUHHZLWKWKHDVVHVVPHQWEXW,EHOLHYHZHFDQSXVK$PEOHU¶VFDVHIXUWKHUDQG
KHOSXVXQGHUVWDQGWKHUHODWLRQVKLSEHWZHHQWKHGHPRFUDWLFFKDUDFWHUDQGWKHQRQGHPRFUDWLF
FKDUDFWHU7KLVXQGHUVWDQGLQJVKRZVXVKRZWKHVHUHODWLRQVLQIOXHQFHERWK$PHULFDQFRORQLDO
UHODWLRQVZKLFKKDYHHIIHFWVRQERWK7ZDLQ¶VFRQWHPSRUDU\FRORQL]DWLRQRIWKH3KLOLSSLQHVDQG
RXULQWHUDFWLRQVZLWKWKH0LGGOH(DVWDV-RHO-RKQVRQDUJXHVLQ$&RQQHFWLFXW<DQNHHLQ
6DGGDP¶V&RXUW,WDOVRSXWVWKHIRFXVRQ+DQN¶VFRQWHPSWIRUWKHQRQUDWLRQDODQGHVWDEOLVKHV
WKHLGHDWKDWDFHUWDLQW\SHRIUDWLRQDOLW\LVQHFHVVDU\IRUDSURSHUVRFLHW\
,Q&RQQHFWLFXW<DQNHHWKHREYLRXVFULWLTXHWKDW7ZDLQLVPDNLQJLVDJDLQVWWKH
PRQDUFKLFDOJRYHUQPHQWRIWKFHQWXU\(QJODQG7KLVLVWKHSDUWLFXODUDUJXPHQWWKDWWKH
PDMRULW\RI7ZDLQVFKRODUVSDUWLFXODUO\LQWKH³JROGHQDJH´RI7ZDLQVFKRODUVKLSWKHPLGWRODWH
VKDYHIL[DWHGXSRQ+RZHYHULQDGGLWLRQWRWKLVWKHUHLVDQDGGLWLRQDOFULWLTXHRI$PHULFDQ

GHPRFUDF\DQGLWVLQWHUDFWLRQVZLWKRWKHUJRYHUQPHQWV7KLVFULWLTXHLVPDQLIHVWWKURXJK+DQN
0RUJDQ¶VUHDFWLRQWRDQRQGHPRFUDWLFVRFLHW\FDXVHGE\WKHREYLRXVKDUGVKLSVDQGSROLWLFDO
LQHTXDOLWLHVRQGLVSOD\LQWKHSLFWXUHRI$UWKXULDQ(QJODQG7KLVFRPHVWRWKHIRUHDVD
GHPRQVWUDWLRQRI³WKHGHPRFUDWLFDUURJDQFH´7KLVDUURJDQFHUHIHUVWRWKHJHQHUDOPDQQHULQ
ZKLFKWKH&RQQHFWLFXW<DQNHH+DQN0RUJDQDGGUHVVHVUHIHUHQFHVDQGJHQHUDOO\YLHZVWKH
LQGLYLGXDOVZLWKLQWKDWVRFLHW\,WLQYRNHVWKHLGHDWKDWWKHGLVSOD\RI$PHULFDQGHPRFUDF\WR
RWKHUQRQGHPRFUDWLFQDWLRQVRIWHQEHFRPHVDGLVSOD\RIDUURJDQFHDVWKHDVVXPSWLRQLVPDGH
WKDWGHPRFUDF\LVVXSHULRUWRWKHRWKHUIRUPRIJRYHUQPHQWE\GHIDXOW+RZHYHUDVLVWKHFDVH
ZLWK7ZDLQWKLVLVQRWDVSHFLILFLVRODWHGLQFLGHQWXVHGRQO\IRUKXPRUEXWDUHFXUULQJFRQFHSW
ZKLFKFDQEHVHHQE\WUDFLQJVLPLODUWKHPHVLQRWKHUZRUNV,Q&RQQHFWLFXW<DQNHHWKLV
GHPRFUDWLFDUURJDQFHLVPDQLIHVWLQVHYHUDOZD\V)LUVWLVWKH<DQNHH¶VLQVLVWHQFHRQUXOLQJWKH
$UWKXULDQ.LQJGRPQH[WLVWKHODQJXDJHKHXVHVLQUHIHUULQJWRWKHPHPEHUVRIWKHFRXUWDQGWKH
FLWL]HQVERWKLQWHUQDOO\DQGH[WHUQDOO\DQGILQDOO\LVLQWKHGHQLDORIUHDVRQRUUDWLRQDOLW\WR.LQJ
$UWKXUDQGWKHPHPEHUVRIKLVFRXUW,WLVWKURXJKWKHVHHOHPHQWVDORQJZLWKVLPLODUWKRXJKWVRU
WKHPHVLQRWKHUZRUNVE\7ZDLQLQFOXGLQJ:KDW,V0DQ"DQG7KH$PHULFDQ&ODLPDQWWKDW
7ZDLQ¶VFULWLTXHRIWKHDVVXPSWLRQWKDWGHPRFUDF\RUGHPRFUDWLFJRYHUQPHQWLVWKHEHVWIRUPRI
JRYHUQDQFHFRPHVWROLJKW7KLVLQWHUHVWLQJFULWLTXHFDQDOPRVWEHVHHQDVVHOIGHSUHFDWLQJDV
7ZDLQDLPVTXLWHRYHUWO\ERWKLQ&RQQHFWLFXW<DQNHHDQGLQKLVSULYDWHOLIHWRFULWLTXHRWKHU
JRYHUQPHQWVHVSHFLDOO\WKH%ULWLVK0RQDUFK\TXLWHVHYHUHO\+LVFULWLTXHRUULGLFXOHRIKLVRZQ
DFWLRQVFDQWKHUHIRUHVKRZWKHNQRZOHGJHRUUHDOL]DWLRQRIWKHOLPLWDWLRQVRIKLVRZQEHOLHIV7KLV
IXUWKHUVKLVXQGHUVWDQGLQJWKDWPHQDUHVODYHVWRWKHLUH[SHULHQFHVDQGFDQQRWEHKHOG
DFFRXQWDEOHIRUWKLQJVWKH\EHOLHYHZKLFKPD\EHFDXVHGE\WKLQJVRXWVLGHRIWKHLUFRQWURO
2EWDLQLQJ3RZHU

7KHLQVLVWHQFHRQREWDLQLQJSRZHUZLWKLQWKH$UWKXULDQVRFLHW\LVRQHRIWKHSULPDU\ZD\V
E\ZKLFK+DQNGHPRQVWUDWHVKLV³GHPRFUDWLFDUURJDQFH´2QHRI+DQN¶VLQLWLDOWKRXJKWVZKHQ
KHLVWROGWKDWKHLVWUXO\LQWKHWKFHQWXU\EHIRUHKHLVGUDJJHGLQIURQWRIWKHFRXUWDQG
VHQWHQFHGWRGHDWKLVWKDWKHZRXOG³ERVVWKHZKROHFRXQWU\LQVLGHRIWKUHHPRQWKV´ +H
PDNHVWKHVLPLODUVWDWHPHQWUHJDUGLQJWKHSRVVLELOLW\WKDWKHKDVVLPSO\ODQGHGLQDQDV\OXPE\
DFFLGHQW$OUHDG\+DQNLVSXWWLQJWKHIHXGDOLQKDELWDQWVRQSDUZLWKLQPDWHVZLWKLQDQLQVDQH
DV\OXP%\WKHQDWXUHRIKLVEHLQJWKHDVVXPHG³EHVWHGXFDWHGPDQLQWKHNLQJGRPE\DPDWWHU
RIWKLUWHHQKXQGUHG\HDUVDQGXSZDUGV´ +DQNWDNHVWKLVWRPHDQWKDWKHLVGHVHUYLQJRIUXOLQJ
WKLVNLQJGRPGHVSLWHWKHIDFWWKDWKHKDVQRH[SHULHQFHLQDQ\JRYHUQPHQWDOSRVLWLRQDQGKLV
RQO\SUHYLRXVDXWKRULW\LVDVWKHIORRUPDQDJHUDWKLVJXQIDFWRU\6LPSO\EHLQJIURPD
GHPRFUDWLFFRXQWU\LQWKHIXWXUHJLYHV+DQNGHIDFWRDXWKRULW\WRUXQWKLVFRXQWU\(YHQWKRXJK
KHGRHVQRWPDNHH[SOLFLWUHIHUHQFHWRGHPRFUDWL]DWLRQRULQGHHGDQ\WKLQJKHZLVKHVWRGRDV
WKH³ERVV´RIWKH³ZKROHFRXQWU\´WKHUHIHUHQFHWRHGXFDWLRQPDNHVLWDOOEXWH[SOLFLW+DQN
VHHNVWRWDNHKLVVXSHULRUWKLUWHHQKXQGUHG\HDUHGXFDWLRQDODGYDQWDJHWRLPSRVHWKHFXVWRPV
DQGWHFKQRORJ\IURPWKHWKFHQWXU\RQWRWKHWK7KLVLVWKHILUVWH[DPSOHRI+DQN¶V
GHPRFUDWLFDUURJDQFH,QDGGLWLRQWRWKLVLQLWLDOO\LQVLVWHQFHRQUXOLQJ+DQN¶VPDQQHURIUHIHUULQJ
WRWKHPHPEHUVRIWKHFRXUWDQGJUHDWHUVRFLHW\IXUWKHUH[SOLFDWHWKHVLWXDWLRQ'HVSLWHWKHIDFW
WKDW+DQNKLPVHOILVDQXQUHDOLVWLFFKDUDFWHUGHVLJQHGIRUVDWLUHDQGWRH[DJJHUDWHWKHKXPRURI
WKHVLWXDWLRQKHVWLOOLVUHODWDEOHHQRXJK7ZDLQ
VFDVXDOYHUQDFXODULVDEOHWRSUHVHQWD
KXPRURXVDIIDEOHFKDUDFWHUIRUWKHUHDGHUWRDFFHSWDVDSURWDJRQLVW+LVLQKHUHQWKXPRUDQG
H[DJJHUDWHGVHQVLELOLWLHVDUHLQWHQGHGWRSRLQWWRZDUGVWKHGHHSHUSUREOHPVZLWKLQWKH
GHPRFUDWLFH[SHULHQFH
&RQQHFWLFXW<DQNHHSJ
,ELG



7KH³5DEELWV´DQG³&KLOGUHQ´
+DQN¶VWUHDWPHQWRIWKHFLWL]HQVDQGPHPEHUVRIWKH$UWKXULDQVRFLHW\GHPRQVWUDWHVWKH
GLIIHUHQFHLQDWWLWXGHEHWZHHQWKHGHPRFUDWLFPHQWDOLW\DQGWKHPRQDUFKLFLQGLYLGXDOVLQ(QJODQG
7KLVWUHDWPHQWLVFKDUDFWHUL]HGE\WKHSHUVLVWHQWDQLPDODQGFKLOGLVKUHIHUHQFHVWKDW+DQN
PDNHVWRZDUGVERWKWKH.QLJKWVRIWKH5RXQG7DEOHDQGWKHFLWL]HQVWKDWKHHQFRXQWHUV7KLV
EHJLQVQHDUO\LPPHGLDWHO\ZKHQ+DQNDUULYHVLQWKHWKFHQWXU\$IWHUDUULYLQJLQ&DPHORW+DQN
LPPHGLDWHO\JHWVFDSWXUHGE\D.QLJKWRIWKH5RXQG7DEOHDQGSDUDGHGEHIRUH.LQJ$UWKXUDQG
KLVFRXUW$IWHUWKLVSDUDGH+DQNLVFDVWDVLGHDQGOHIWWRREVHUYHWKHSURFHHGLQJV1RZHYHQ
LQWKLVSRRUVLWXDWLRQFDSWXUHGHYHQVHQWHQFHGWRGHDWK+DQNPDQDJHVWRREVHUYHPDQ\
WKLQJVDERXWWKHFRXUWZKLOHKHVWDQGVLQVKDFNOHV5HPDUNDEO\+DQNVWLOOPDQDJHVWRMXGJHWKH
IHDVWJRHUV+HLPPHGLDWHO\EHJLQVUHIHUULQJWRWKHPDVD³FKLOGLVKDQGLQQRFHQWORW´ZKRDSSHDU
WREHWDONLQJDQGWHOOLQJOLHVOLNHVPDOOFKLOGUHQZKLOHVWLOOWHOOLQJJRU\DQGGHWDLOHGVWRULHV³RIEORRG
DQGVXIIHULQJZLWKDJXLOHOHVVUHOLVK´+RZHYHUGHVSLWHWKHVHVWRULHV+DQNFKDUDFWHUL]HVWKHP
V\PSDWKHWLFDOO\DVLIWKH\ZHUHDJURXSRIVPDOOFKLOGUHQPLOOLQJDERXWSUHWHQGLQJWREHDGXOWV
:KHQKHWXUQVWRGHVFULEHKLVIHOORZSULVRQHUVWKHRWKHUHQGRIWKLVFRQFHSWLRQFRPHVRXW+H
REVHUYHVWKHLUVRUU\FRQGLWLRQXQZDVKHGZRXQGHGDQGFRYHUHGLQEORRGEXWVWDQGLQJDERXW
SDVVLYHDQGXQFRPSODLQLQJDQGGHWHUPLQHVWKDW³WKHLUSKLORVRSKLFEHDULQJLVQRWDQRXWFRPHRI
PHQWDOWUDLQLQJLQWHOOHFWXDOIRUWLWXGHUHDVRQLQJLWLVPHUHDQLPDOWUDLQLQJWKH\DUHZKLWH,QGLDQV´
7KHDSSDUHQWUDFLVPWRZDUGV1DWLYH$PHULFDQVDVLGH+DQNH[SUHVVHGWKHVHQWLPHQWRI
KXPDQQDWXUHWKDWZDVH[SOLFDWHGLQ:KDWLV0DQ"WKHVHDUHLQGLYLGXDOVZKRDUHQRWRQO\GULYHQ
E\H[SHULHQFHDQGWUDLQLQJEXWWKHLUWUDLQLQJLV³PHUHDQLPDOWUDLQLQJ´$IWHUWKLVH[SOLFDWLRQRIWKH
SULVRQHUV+DQNFRQWLQXHVZLWKWKHVHGHVFULSWLRQVWRWKHDFWXDONQLJKWVZKRPKHGHFULHVDV
&RQQHFWLFXW<DQNHH3J
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KDYLQJFROOHFWLYHO\WKH³EUDLQVLQVXIILFLHQWWREDLWDILVKKRRN´ +HVWLOOYLHZVWKLVDSSDUHQWODFNRI
LQWHOOLJHQFHDVVRPHWKLQJVRIWO\SLWLDEOHDJDLQFRPSDULQJWKHPWRFKLOGUHQDQGFDOOLQJWKHP³JUHDW
VLPSOHKHDGHGFUHDWXUHV´ZKRKDG³VRPHWKLQJDWWUDFWLYHDQGORYDEOH´DERXWWKHP7KLVJHQHUDO
DWWLWXGHSXW+DQNLQDSRVLWLRQRIVXSHULRULW\ZLWKUHJDUGVWRWKHLQKDELWDQWVRI$UWKXULDQ(QJODQG
DQGWKLVFRQWLQXHVWKURXJKRXWWKHHYHQWVRIWKHQRYHO%\FRQWLQXDOO\SXWWLQJKLPVHOILQDSRVLWLRQ
RIPRUDODQGLQWHOOHFWXDOVXSHULRULW\+DQNUHSUHVHQWVWKHIXQGDPHQWDOLQVWLQFWXDOUHDFWLRQ
DJDLQVWDQ\QRQGHPRFUDWLFVRFLHW\+HYLHZVWKHVRFLHW\ULJKWIURPWKHRXWVHWDVDFKLOGLVK
JDPHVRPHWKLQJZDLWLQJIRUDQDGXOWWRVWHSLQWRDQGHVWDEOLVKSURSHURUGHU7KLVDWWLWXGH
UHJDUGLQJWKHVXSHULRULW\RIGHPRFUDF\DQGGHPRFUDWLFFLWL]HQVLVDWKHPHWKDWLVQRWVWULFWO\
OLPLWHGWR&RQQHFWLFXW<DQNHHDQGWKHUHIRUHZHFDQXQGHUVWDQGLWDVPRUHWKDQDVLPSOHMRNHRU
DQHOHPHQWRI+DQN¶VSHUVRQD
7KLVDUURJDQFHDSSHDUVLQRQHRI0DUN7ZDLQ¶VPRUHDXWRELRJUDSKLFDOZRUNV5RXJKLQJ
,W,Q5RXJKLQJ,W7ZDLQVHHNVWRVKRZWKHDUURJDQFHDQGGHIDXOWXQGHUVWDQGLQJRIGHPRFUDWLF
VXSHULRULW\ZLWKUHJDUGVWRWKHLQKDELWDQWVRI+DZDLLRUWKH6DQGZLFK,VOHVZKHUH7ZDLQ
FULWLFL]HGDQ\RQHZKRDVVXPHVWKDWWKHLUEHOLHIVWUXFWXUHRUJRYHUQPHQWDOLGHDOVDUHGHIDFWRU
VXSHULRUWRDQ\RWKHU:KLOHRQDVVLJQPHQWLQ+DZDLL7ZDLQHQFRXQWHUHGDJURXSRI
PLVVLRQDULHVZKRZHUHSUHDFKLQJ&KULVWLDQLW\WRWKHQDWLYHLQKDELWDQWV,QUHVSRQVHWRWKLV
DWWHPSWWRWDPHDQGEULQJWKH³VDYDJHV´DURXQGWRGHPRFUDWLFVHQVLELOLWLHV7ZDLQTXLSSHG³KRZ
VDGLWLVWRWKLQNRIWKHPXOWLWXGHVZKRKDYHJRQHWRWKHLUJUDYHVLQWKLVEHDXWLIXOLVODQGDQGQHYHU
NQHZWKHUHZDVD+HOO´ ,QWKLVSDVVDJHZHVHHWKHEROGFULWLTXHE\7ZDLQDJDLQVWWKRVHZKR
DVVXPHWKDWDOOSHRSOHVDUHVRPHKRZEHWWHURIIZLWKDSDUWLFXODUUHOLJLRQRUJRYHUQPHQWDO
VWUXFWXUH+RZHYHULQZKDWVHHPVWRDOPRVWEHDFRQWUDGLFWLRQIRU7ZDLQKHGRHVEHOLHYHWKDW
&RQQHFWLFXW<DQNHHSJ
5RXJKLQJ,W3J



VRPHEHOLHIVRUJRYHUQPHQWVDUHEHWWHUWKDQRWKHUVDQGODWHULQWKHSDVVDJHKHGRHVSUDLVHWKH
PLVVLRQDULHVLQKHOSLQJWRRYHUWKURZWKHPRUHW\UDQQLFDOUXOHUVRIWKHLQGLJHQRXVSRSXODWLRQ
+RZHYHUWKHLPSRUWDQWGLVWLQFWLRQIRU7ZDLQLVWKHDXWRPDWLFDFFHSWDQFHWKDWDSDUWLFXODUEHOLHI
RUYLHZLVVXSHULRU7KLVFDQEHVHHQLQWKHODUJHUSXUSRVHRI&RQQHFWLFXW<DQNHHZKLFKFDQEH
VHHQDVERWKDFRPSDULVRQDQGDFULWLTXHRIERWK$PHULFDQGHPRFUDF\DQGWKHFRQVWLWXWLRQDO
PRQDUFKRI(QJODQG:KLOH&RQQHFWLFXW<DQNHHKDVLWVVLJQLILFDQWDQGMXVWLILHGFULWLTXHVRIERWK
WKDQGWKFHQWXU\(QJODQGLWRIIHUVWKHFULWLTXHRIWKH$PHULFDQGHPRFUDWLFKXEULVDVZHOO
+DQN0RUJDQ¶VIXQGDPHQWDOXQGHUVWDQGLQJRIKLPVHOIDQGKLVWLPHSHULRGOHDGVWRWKLV
XQGHUVWDQGLQJDQGODEHOLQJRIWKHFLWL]HQVRI$UWKXULDQ(QJODQG+DQNXQGHUVWDQGVKLPVHOIWREH
ULGLQJWKHOHDGLQJHGJHRIDWHFKQRORJLFDOZDYHWKDWLPSURYHVOLIHIRUDOOLQGLYLGXDOV+HYLHZVWKH
ZRUOGWKURXJKWKHFUHDWLRQDQGXVHRIWKLVWHFKQRORJ\7KHEHWWHUWKH\XVHDQGFUHDWH
WHFKQRORJ\WKHPRUHZRUWKWKH\KDYHZLWKLQVRFLHW\7KLVLVHYLGHQWWKURXJKKLVLQLWLDOSRVLWLRQDW
WKHJXQIDFWRU\DVKLVPDQDJHULDOVWDWXVDQGSRVLWLRQRYHUKLVHPSOR\HHVLVEDVHGRQKLV
NQRZOHGJHZLWKDQGH[SHULHQFHEXLOGLQJDQGXVLQJYDULRXVIRUPVRIWHFKQRORJ\(YHQKLV
URPDQWLFUHODWLRQVKLSZDVEDVHGRQWKHXVHRIWKHWHOHSKRQH7KHUHIRUHLWFRPHVDVQRVXUSULVH
ZKHQ+DQNMXGJHVHYHU\RQHEDVHGRQWKHLUOHYHORIWHFKQRORJLFDOSURZHVVWKHODFNRIIDPLOLDULW\
ZLWKWHFKQRORJ\PDNHVWKHPWKHHTXLYDOHQWRIFKLOGUHQRUHYHQVPDOODQLPDOVWR+DQNKHLVWKH
HOHSKDQWDPRQJWKHUDEELWV
'HQLDORI5DWLRQDOLW\
7KHTXHVWLRQWKHQEHFRPHVZK\+DQNKDVWKLVSHUFHSWLRQRIVXSHULRULW\WRZDUGVWKH
(QJOLVKDQGZKDWWKLVVD\VDERXWPRGHUQ$PHULFD:KHQKHLQLWLDOO\PDGHKLVMXGJPHQWKLV
XQGHUVWDQGLQJZDVWKDWWKHVHLQGLYLGXDOVDUHODFNLQJLQUDWLRQDOLW\+RZHYHUWKLVGRHVQRW

DGYDQFHDQ\VROXWLRQVDVLWVLPSO\LPSOLHVWKDWUDWLRQDOLW\LVFRQWLQJHQWRQDVSHFLILFEHOLHI
VWUXFWXUH)RU+DQNWKLVUHTXLUHVEHLQJLQDSURSHUO\WHFKQRORJLFDOGHPRFUDWLFUHSXEOLF7KLVLV
HYLGHQFHGLQVHYHUDOZD\VEXWWKHPDLQVLWXDWLRQZKHUHWKLVLVGHYHORSHGLVODWHLQWKHERRN
ZKHUH+DQNDLPVWRLPSUHVVWKHEODFNVPLWK0DUFRDQGKLVIDPLO\DORQJZLWKVHYHUDORWKHU
DUWLVDQVLQWKHFRPPXQLW\E\WUHDWLQJWKHPWRDQH[WUDYDJDQWH[SHQVLYHGLQQHU7KLVPRYH
UHYHDOVDODUJHDPRXQWDERXW+DQNDQGWKHFXOWXUHKHUHSUHVHQWVDQGWKHLQLWLDOFRQFHSWVD\V
PXFKDERXWWKHGHPRFUDWLFFKDUDFWHU+DQNDQGHYHQ0DUN7ZDLQKLPVHOI7KLVH[FKDQJHDOVR
VKRZVPDQ\XVHIXOWRSLFVWKDWDUHUHSUHVHQWHGLQ&RQQHFWLFXW<DQNHHDVWKHWRSLFVDGGUHVVHG
E\+DQNGXULQJWKHIHDVWLQFOXGHWKHSXUSRVHDQGDGYDQWDJHVRIGHPRFUDF\WKHYDOXHRI
HFRQRPLHVDQGFXUUHQF\WKHQHHGIRU+DQNDQGWKHGHPRFUDWLFPHQWDOLW\WKDWQHFHVVLWDWHVWKH
GLVSOD\RIH[WUDYDJDQFHHYLGHQFHGE\WKHIHDVWKHSUHSDUHV
7KHSXUSRVHDQGDGYDQWDJHVRIDGHPRFUDWLFUHSXEOLFDUHH[SODLQHGE\+DQNWRWKH
YDULRXVDUWLVDQVSUHVHQWDIWHUWKHIHDVW+DQNEHJLQVWKLVH[WHQGHGGLVFXVVLRQFRYHULQJD
PXOWLWXGHRIWRSLFVE\DVVHUWLQJWKDW³LQDFRXQWU\ZKHUHWKH\KDYHUDQNVDQGFDVWHVDPDQLVQ¶W
HYHUDPDQKHLVRQO\DSDUWRIDPDQKHFDQ¶WHYHUJHWKLVIXOOJURZWK´ 7KLVPDNHVLWHYLGHQW
WKDWHYHQDIWHUWKLVH[WHQGHGSHULRGRIWLPHLQ$UWKXULDQVRFLHW\KHVWLOOYLHZVHYHU\RQHDVEHLQJ
OHVVWKDQIXOO\KXPDQ:LWKLQWKHKLHUDUFKLFDOVRFLHW\EDVHGRQELUWKDQGWKHGLYLQHULJKWRINLQJV
³DPDQ´FDQQHYHUJDLQKLVIXOOSRWHQWLDO,WLVXQFOHDUKHUHLI+DQNLVDLPLQJWRPDNHWKH
GLVWLQFWLRQEHWZHHQWKHJHQWU\FODVVDQGWKHFODVVZKRVHFRPSDQ\KHFXUUHQWO\VKDUHV'RHV
WKLVH[LVWHQFHRIDULJLGELUWKULJKWKLHUDUFK\VWXQWWKHUDWLRQDOJURZWKRIWKHNLQJDVZHOODVWKH
SHDVDQW"-XGJLQJE\+DQN¶VDIRUHPHQWLRQHGWUHDWPHQWRIERWK.LQJ$UWKXUDQGWKHYDULRXV
NQLJKWVLWVHHPVWREHDSSDUHQWWKDW+DQNKHUHLVPDNLQJQRUHDOGLVWLQFWLRQ7KHNLQJDQGWKH
SHDVDQWVERWKVXIIHUXQGHUWKHLQVXIILFLHQWUDWLRQDOLW\DOORZHGWRWKHPE\WKHLUJRYHUQPHQWDO
&RQQHFWLFXW<DQNHH3J


VWUXFWXUH7KLVDOVROHDGVWRWKHLPSOLFDWLRQWKDWRQO\WKURXJKSURSHUJRYHUQDQFHFDQPDQUHDFK
KLVIXOOSRWHQWLDO
+DQNKDVDGXDOSXUSRVHLQWKURZLQJWKHIHDVWIRUWKHDUWLVDQV+HLQLWLDOO\ZDQWVWR
HPEDUUDVVWKHPDQGHVWDEOLVKKLVVXSHULRULW\RYHUWKHPDVDFOHDUH[DPSOHRIWKHW\SHRI
GHPRFUDWLFDUURJDQFHWKDWKHHPERGLHVDQGWKDWFDQEHVHHQHYHQLQRXUPRGHUQWLPHVZKHUH
ZHDVVXPHWKDWRWKHULQGLYLGXDOVZLOOOHDSDWWKHFKDQFHWREHGHPRFUDWLF7KLVLVUHIOHFWHGLQWKH
UKHWRULFOHDGLQJXSWRWKHZDUVLQ,UDTDQG$IJKDQLVWDQDQGFDQEHVHHQDJDLQLQWKHPRUHUHFHQW
FRYHUDJHRIWKH³$UDE6SULQJ´ +RZHYHU+DQN¶VJRDOLVQ¶WMXVWWRKXPLOLDWHWKHPLQWKHIDFHRI
GHPRFUDWLFVXSHULRULW\KHVWLOOGRHVZDQWWRWHDFKWKHPVRPHWKLQJDQGFRQYHUWWKHPWRWKH
V\VWHPRIJRYHUQPHQWDQGHFRQRPLFVWKDWKHWKLQNVZLOOWUXO\PDNHWKHLUOLYHVEHWWHU7KLVLVZK\
+DQNLVDV\PSDWKHWLFFKDUDFWHUDQGQRWDVLPSOHDQWDJRQLVWZKRLVVHWXSIRUIDLOXUH+HKDV
DQXQGHUVWDQGLQJRIDW\SHRIVRFLHW\WKDWKHEHOLHYHVZLOOLPSURYHWKHVWDWLRQRIWKHORZHU
FODVVHVLQWKLVIHXGDOVRFLHW\7KLVJHQXLQHFDUHPDNHVWKHGHYDVWDWLRQZKHQKHXOWLPDWHO\IDLOV
HYHQPRUHSRLJQDQW,WVKRZVWKDWHYHQWKHEHVWLQWHQWLRQVFDQJRDZU\DQGOHDYHWKHSHRSOH
WKDW\RXDUHWU\LQJWRKHOSZRUVHRIIWKDQWKH\ZHUHRULJLQDOO\
:RPHQLQ&DPHORWDQG&RQQHFWLFXW
7KLVLGHDLVFRQWUDVWHGLPPHGLDWHO\ZLWKWKHWUHDWPHQWRIZRPHQWKDWRFFXUVZLWKLQWKH
QRYHO7KLVVXEMXJDWLRQLVPRUHHYLGHQWLQWKH$UWKXULDQVRFLHW\EXWLWLVVWLOOLPSOLHGLQ+DQN¶V
FRQWHPSRUDU\HUDDVZHOO,WLVHVSHFLDOO\QRWDEOHZKHQ+DQNPDNHVWKLVFRPPHQWDERXWWKH
SDUWLDOPDQZKLOHDWWKHVDPHWLPHWKHZRPHQLQWKHIDPLO\DFWVLPSO\DVVHUYDQWVNHHSLQJ
HQWLUHO\RXWRIWKHIHDVWDQGFRQYHUVDWLRQDQGQRWSDUWLFLSDWLQJDFWLYHO\LQWKHGLVFXVVLRQRU
'HP\VWLI\LQJWKH$UDE6SULQJ3DUVLQJWKH'LIIHUHQFHV%HWZHHQ7XQLVLD(J\SWDQG/LE\D/LVD$QGHUVRQ


VRFLHW\DWODUJHDWDOO(YHQ0RUJDQ/H)D\WKHVWURQJHVWIHPDOHFKDUDFWHULQWKHERRNLVVWLOOLQ
SRZHURQO\WKURXJKKHUROGDQGLQHIIHFWLYHKXVEDQGDQGWKHFDUHIXOO\GHYHORSHGUXPRUWKDWVKH
ZDVDVRUFHUHVVEXWWUHVVHGTXLWHHIIHFWLYHO\ZLWKXQUHOHQWLQJGLVSOD\VRIFUXHOW\7KHVRXUFHRI
KHUSRZHUVWLOOUHVLGHVLQWKHNLQJDQGVKHLVRQO\WKHSUR[\7KHRWKHUPDMRUIHPDOHFKDUDFWHU
6DQG\+DQN¶VHDUO\JXLGHDQGODWHUORYHLQWHUHVWLVLQUHDOLW\DJORULILHGJXLGHERRNDQGDIWHU
WKHLUWULSVKHQHDWO\GURSVRXWRIWKHQDUUDWLYHGHVSLWHGRLQJVRPHUDWKHUVLJQLILFDQWWKLQJVVXFK
DVPDUU\LQJ+DQNDQGKDYLQJKLVFKLOG
7KLVWUHDWPHQWLVHVWDEOLVKHGHYHQLQFRQWHPSRUDU\WLPHVIRU+DQN+LVUHODWLRQVKLSZLWK
WKHWHOHSKRQHRSHUDWRULVVXFKWKDWKHRQO\UHIHUVWRKHUDV³+HOOR2SHUDWRU´1RWRQO\LVWKLV
URPDQWLFLQWHUHVWRI+DQN¶VZKRLQIOXHQFHVKLVDFWLRQVZLWK6DQG\WKURXJKKDOIRIWKHERRNRQO\
QDPHGRQFH3XVVDQGEULHIO\LQSDVVLQJEXWVKHLVPRUHGHILQHGE\KHURFFXSDWLRQWKDQ
+DQNLV6KHRQO\H[LVWVDVDWHOHSKRQHRSHUDWRUWKHSRODURSSRVLWHRI+DQN¶VHPSOR\PHQW
)URPWKLVZHFDQVHHKRZ+DQN¶VVRXOFDQEHVHHQDVODFNLQJLQHURV+HIUHHO\DGPLWVWKDWKLV
VRXOLVODFNLQJLQZKDWKHFDOOV³VHQWLPHQW´RU³SRHWU\´+LVWUHDWPHQWRI6DQG\LVDOVRHYLGHQFH
RIWKLVIDFW+HLVLQLWLDOO\YHU\GLVPLVVLYHRIKHUDQGRQO\HYHQWXDOO\PDUULHVKHURXWRIDQ
LQWHUQDOL]HGFXVWRP7KLVLVDIDFWWKDWWKH=XFNHUWVKDYHSLFNHGXSRQTXLWHH[SOLFLWO\7KH\FDOO
+DQN³SUXGLVK´DQGQRWHKLVH[SOLFLWODFNRIURPDQFHHYHQEDFNLQKLVRZQWLPH7KLVLVDNHHQ
REVHUYDWLRQDQGLWVHHPVOLNH7ZDLQLVXVLQJ+DQN¶VRZQODFNRIHURVRUURPDQFHWRPDNHD
PRUHJHQHUDOSRLQWDERXWGHPRFUDF\6SHFLILFDOO\LWVHHPVWKDWDVDUHVXOWRIWHFKQRORJLFDO
DGYDQFHVGHPRFUDWLFVRFLHWLHVWHQGWRORVHWKHVZHHSLQJURPDQWLFLVPWKDWLVFKDUDFWHULVWLFRI
HDUOLHUVRFLHWLHV%XWSHUKDSVWKHRYHUDOOSRLQWLVWKDWWKLVLGHDOL]HGURPDQFHQHYHUH[LVWHGLQWKH
ILUVWSODFH7KLVSHUIHFWURPDQWLFLVPDQGFKLYDOU\LVSUHVHQWHGLQ6LU0DORU\¶V DFFRXQWRI.LQJ
6LU7KRPDV0DORU\¶V/H0RUWHG¶$UWKXUSURYLGHV7ZDLQZLWKWKHFRQWH[WDQGVHWWLQJIRU&RQQHFWLFXW
<DQNHHKHHYHQJRHVVRIDUDVWRTXRWHLWDWOHQJWKWZLFH


$UWKXUEXW7ZDLQVKRZVWKLVURPDQFHFRUUXSWHG.LQJ$UWKXULVDFXFNROGDQGDOOWKHPHPEHUV
RIWKHFRXUWPHQDQGZRPHQHQJDJHLQWKHWHOOLQJRIVWRULHVDQGMRNHVVRH[SOLFLWWKDW+DQNLV
RIWHQHPEDUUDVVHGDQGRIIHQGHGDWKHDULQJVXFKGLVFXVVLRQLQZKDWKHKDVDOZD\VWKRXJKWRIDV
DSURSHUDQGFODVVLFDOO\URPDQWLFVRFLHW\7KLVODFNRIHURVDQGFODVVLFDOURPDQFHFRXSOHGZLWK
WKHWUHDWPHQWRIZRPHQVKRZVKRZQHLWKHUWKHIHXGDOVRFLHW\RU+DQN¶VFRQWHPSRUDU\
GHPRFUDF\KDYHDOORIWKHVROXWLRQV7KHUHLVVRPHWKLQJIXQGDPHQWDOO\IODZHGDERXWERWK
VRFLHWLHV
,PSOLFDWLRQVRI&KLOGLVK1DPHV
+RZHYHUWKHTXHVWLRQWKDWJRHVWRWKHFRUHRIWKHOHVVRQVWREHOHDUQHGLQ&RQQHFWLFXW
<DQNHHLVWKHTXHVWLRQRIWKHUHDVRQLQJDQGLPSOLFDWLRQVEHKLQG+DQN¶V³SHWQDPHV´IRUERWKWKH
NQLJKWVDQGWKHSOHEHLDQV:D\QH$PEOHULQ³0DNLQJ0HQ0RGHUQ´PDNHVWKHDUJXPHQWWKDW
+DQN¶VXVHRIGHURJDWRU\QDPHVIRUWKHFLWL]HQVLVDZD\IRU+DQNWRLQVRPHZD\WRH[FXVHWKH
FUXHODFWLRQVRIWKHFRXUWDQGRIKLPVHOI$PEOHU¶VDUJXPHQWLQJHQHUDOLVDELWPHDQGHULQJEXW
KHHQJDJHVLQDFKDUDFWHUVWXG\RI+DQNZKLFKVKRZVKRZKLVIDLOHGDWWHPSWVDWPRGHUQL]DWLRQ
EULQJRXWWKHIXQGDPHQWDOSUREOHPRIEHLQJPRGHUQHVSHFLDOO\ZLWKLQWKHFRQWH[WRIWKHGLYLGHG
$PHULFDDWWKHHQGRIWKH&LYLO:DU$PEHU¶VDVVHUWLRQWKDW+DQNXVHGWKHGHQLDORIUDWLRQDOLW\WR
MXVWLI\YLROHQFHFDQEHGHYHORSHGIXUWKHU,WVKRZVRQHRIWKHXQGHUO\LQJFRQIOLFWVZLWK+DQN¶V
XQGHUVWDQGLQJRILQGLYLGXDOVDQGWKLVOHDGVWRWKHWUDJHG\WKDWPDUNVWKHHQGRIWKHQRYHO7KH
DUJXPHQWWKDW$PEOHUPDNHVLVWKDW+DQNE\FRQWLQXDOO\UHIHUULQJWRWKHLQGLYLGXDOVLQWKH
VL[WKFHQWXU\LQVXEKXPDQWHUPVLQFOXGLQJFKLOGUHQVPDOODQLPDOVRUOXQDWLFVGHQLHVWKHLU
IXQGDPHQWDOUDWLRQDOLW\DQGDVVXFKH[FXVHVWKHLUDFWLRQVDVLUUDWLRQDOLQGLYLGXDOVFDQQRWEH
KHOGDFFRXQWDEOHIRUWKHWKLQJVWKH\GR+RZHYHUWKLVDVVHUWLRQLVSUREOHPDWLFDV+DQN¶V
DFWLRQVUHJDUGLQJWKLVDUHUDWKHULQFRQVLVWHQW+DQNGRHVLQGHHGFRQWLQXDOO\UHIHUWRWKHVH

LQKDELWDQWVDVODFNLQJUHDVRQDQGEHLQJHTXLYDOHQWWRFKLOGUHQRUUDEELWVEXW+DQN¶VGHVLUHIRU
SRZHULVDOVRRIDPLOGO\QXUWXULQJQDWXUH+HVHHV.LQJ$UWKXU
VFRXUWDVWKHORJLFDOFRQFOXVLRQ
RIFKLOGOLNHJRYHUQDQFH7KHLUUDWLRQDOLW\RIWKHSXQLVKPHQWVKDQGHGRXWE\.LQJ$UWKXUDQG
0RUJDQ/H)D\DVZHOODVWKHIRFXVRQVWRU\WHOOLQJDQGO\LQJDVDPHWKRGIRUGHWHUPLQLQJSURSHU
DUHWDNHQDVFKLOGLVKRULUUDWLRQDOVROXWLRQVWRJRYHUQPHQWDOSUREOHPV7KURXJKWKLVZHFDQ
XQGHUVWDQG+DQN¶VPRWLYDWLRQVWREHFRPH³7KH%RVV´RIWKLVFRXUW+LVLQLWLDOWKRXJKWLVWKDW
ZLWKKLVNQRZOHGJHDQGH[SHUWLVHKHFDQTXLFNO\DQGHDVLO\³ERVV´WKLVFRXQWU\DQGWKHUHIRUH
PDNHKLVRZQOLIHPRUHFRPIRUWDEOH+RZHYHUDIWHUVRPHH[SRVXUHWRWKHLQGLYLGXDOVDQG
QHDUO\EHLQJEXUQWDWWKHVWDNH+DQNGHFLGHVWKDWKLVHIIRUWVZRXOGEHEHWWHUGLUHFWHGWRZDUGV
FKDQJLQJWKHRYHUDOOVWUXFWXUHRIWKHJRYHUQPHQWWRVXLWERWKKLPVHOIDQGWKHLQGLYLGXDOVWKDWDUH
DOUHDG\OLYLQJZLWKLQWKLVVRFLHW\+LVJRDOWKHQEHFRPHVWRDGYDQFHKLVWRU\E\WZHOYHFHQWXULHV
7KURXJKWKHSURSHUDSSOLFDWLRQRIWHFKQRORJ\+DQNEHOLHYHVKHFDQEHQHILWWKHLQGLYLGXDOVZKR
OLYHLQWKRVH$UWKXULDQWLPHVDQGVLPXOWDQHRXVO\EHFRPHWKHPRVWLPSRUWDQWPDQLQKLVWRU\
7KHZD\+DQNDWWHPSWVWRSODFDWHWKHNQLJKWHGQRELOLW\FODVVLVDFRPELQDWLRQRIFOHYHU
WKLQNLQJDQGWKHDSSDUHQWSURSHUXVHRIWHFKQRORJ\8OWLPDWHO\WKLVHIIRUWSURYHVWREHDIDLOXUH
EXWLQLWVH[HFXWLRQLWEHFRPHVTXLWHUHYHDOLQJLQVKRZLQJKRZWHFKQRORJ\LQWHUDFWVZLWKDQREOH
FODVV+DQNLQLWLDOO\UHIHUVWRWKHNQLJKWHGFODVVPRVWUXWKOHVVO\7KH\DUHWKHELJJHVWFKLOGUHQ
DQGWKRVHZKR+DQNWDUJHWVILUVW/RRNLQJWRGLVDUPWKHLUDWWLWXGHDQGIHURFLRXVPDQQHULVP
+DQNJRHVRQDFDPSDLJQWRHPEDUUDVVDQGKXPLOLDWHWKHPLQWRVXEPLVVLRQ7KLVLV+DQN¶V
DUURJDQFHFRPLQJRXWDJDLQ8QDEOHRUXQZLOOLQJWRGHDOZLWKWKLVSHUFHLYHGWKUHDWLQDQRUPDO
PDQQHUKHWXUQVWRPRUHXQGHUKDQGHGPHDQVLQFOXGLQJDWWHPSWLQJWRUHGLUHFWWKHLUHQHUJLHV
WRZDUGVEDVHEDOO+RZHYHU+DQN¶VFRQILGHQFHRUHYHQDUURJDQFHLQKLVRZQPHWKRGVEOLQGV
KLPIURPKLVRZQUHYHODWLRQVUHJDUGLQJPDQ¶VIXQGDPHQWDOVXEVHUYLHQFHWRWUDLQLQJRU
H[SHULHQFHDQGQRWDVLQJOHNQLJKWVWDQGVZLWKKLPDWWKH%DWWOHRIWKH6DQG%HOWLQVWHDGXQLWLQJ

VWURQJDJDLQVWKLP+DQNWKHQLVDYLFWLPRIKLVRZQKXEULVDVKHUHIXVHVWRDFFHSWWKDW
KHPD\EHXQDEOHWRUHWUDLQWKH.QLJKWV+DQNIDLOVEHFDXVHKHDWWHPSWVWRVXEYHUWKLVRZQ
REVHUYDWLRQVDERXWKXPDQQDWXUHDQGSROLWLFDOOLIH
+DQN¶V1HZ+LHUDUFK\
+DQN¶VFRQFHSWLRQWKDWKHLVVXSHULRUWRQRWRQO\WKHNQLJKWVEXWWRHYHU\RQHLQWK
FHQWXU\(QJODQGLVEDVHGRQKLVNQRZOHGJHDQGSURZHVVZLWKWHFKQRORJ\QRWKLVLQWHOOHFWXDO
DELOLW\SROLWLFDOVNLOORUPRUDOFRPSDVV7KLVDXWRPDWLFDVVXPSWLRQRIVXSHULRULW\VSHDNVWRDQ
DGGLWLRQDOSRLQWWKDW7ZDLQPDNHVUHJDUGLQJWKHLQKHUHQWKLHUDUFK\WKDWRFFXUVZLWKLQ
JRYHUQPHQWVRUVRFLHWLHV+DQNFODLPVWRVWULYHIRUHTXDOLW\IRUDOORIWKHLQGLYLGXDOVZLWKLQWKH
$UWKXULDQVRFLHW\+HPRYHVWRDQGVXFFHHGVLQDEROLVKLQJVODYHU\LQWKHVRFLHW\DQGPRYHVWR
DEROLVKWKHQREOHFODVVZLWKOHVVVXFFHVV+RZHYHULQRUGHUWRDFFRPSOLVKWKLVJRDOKHSXWV
KLPVHOILQDSRVLWLRQRIVXSHULRULW\RYHUWKHLQGLYLGXDOVLQWKDWVRFLHW\KHHPEUDFHVWKHLGHDRI
KLHUDUFK\+RZHYHUWKHLPSRUWDQWGLIIHUHQFHIRU+DQNDQG7ZDLQLVWKHLGHDWKDWKLHUDUFKLHV
EDVHGRQLQWDQJLEOHWKLQJVVXFKDVELUWKDUHIXQGDPHQWDOO\XQMXVWEXWZKHQEDVHGRQ
DFKLHYHPHQWRUGHPRFUDWLFSULQFLSOHVVRPHWKLQJFKDQJHV7ZDLQGHYRWHVDODUJHSRUWLRQRIQRW
RQO\WKLVZRUNEXWPDQ\RWKHUZRUNVDVZHOOWRHVWDEOLVKLQJWKHLGHDWKDWSHUKDSVWKHLGHDRI
KLHUDUFK\LVLQKHUHQWWRKXPDQQDWXUHRUSHUKDSVVLPSO\LQKHUHQWWRWKHLGHDRIJRYHUQPHQW
7KLVLGHDRILQKHULWLQJKLHUDUFK\DSSHDUVLQ&RQQHFWLFXW<DQNHHDV+DQNLQDWWHPSWLQJWR
GHVWUR\WKHELUWKULJKWEDVHGKLHUDUFK\RIWKH$UWKXULDQVRFLHW\VHWVXSKLVRZQKLHUDUFK\ZLWK
KLPVHOIDWWKHWRS7KHLGHDRIWKHGLYLQHULJKWRINLQJVLVLQFUHGLEO\UHSXOVLYHWR+DQN+RZHYHULW
DSSHDUVWKDWKHGRHVQ¶WREMHFWWRWKHLGHDRIPHQEHLQJLQDSRVLWLRQRIVXSHULRULW\WRRWKHUPHQ
EXWREMHFWVRQO\WRWKHPHDQVE\ZKLFKPHQJDLQWKLVVXSHULRULW\7KLVLVHYLGHQWE\QRWRQO\WKH
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GHIDXOWSRVLWLRQKHWDNHVDJDLQVWWKHNQLJKWVDQGRWKHUPHPEHUVRIWKH$UWKXULDQVRFLHW\EXW
DOVRWKHIDFWWKDWKHZKHQJLYHQWKHILUVWRSSRUWXQLW\PDQDJHVWRSXWKLPVHOIDWWKHKHDGRID
VSHFLILFKLHUDUFK\WKDWKHVHWVXSZLWKLQVRFLHW\+DQNLVQRWDJDLQVWWKHRYHUDOOFRQFHSWRI
KLHUDUFK\EXWVLPSO\WKHEDVLVRQZKLFKLWLVHVWDEOLVKHG,IRQHLVFUHDWHGLQVXFKDZD\WKDW
IDYRUVKLPZKLFKLQWKLVFDVHLVEDVHGXSRQWKHLGHDRIDVSHFLILFWHFKQRORJLFDOO\EDVHG
LQWHOOLJHQFHWKDWGLVJXLVHVLWVHOIDVPDJLFKHLVSHUIHFWO\KDSS\WRH[SORLWLW,QIDFWWKHHQWLUH
EDVLVIRUWKHKLHUDUFK\DQGSRZHUJUDEWKDW+DQNLVEDVHGRQLVDIXQGDPHQWDOGHFHSWLRQ+DQN
EHOLHYHVWKDWKHVKRXOGUXQRU³ERVV´WKHWKFHQWXU\VRFLHW\EHFDXVHKHKDVVSHFLILFZRUOGO\
NQRZOHGJHDQGEHFDXVHKHFRPHVIURPDPRUH³HQOLJKWHQHG´GHPRFUDWLFVRFLHW\+RZHYHUKH
GRHVQRWPDNHKLVFODLPWRSRZHUE\WKHVHPHDQVEXWLQVWHDGFKRRVHVWRSUHWHQGWRKDYH
PDJLFDOSRZHUVDQGWKURXJKHLWKHUIRUHNQRZOHGJHRUFRLQFLGHQFHFRQYLQFHDOOLQ
DWWHQGDQFHDWKLVZRXOGEHH[HFXWLRQWKDWKHLVLQIDFWDPDJLFDOEHLQJZKRGHVHUYHVWKHLU
ZRUVKLSDQGDGXODWLRQ6RWKHFDVHRI+DQNLVHYHQZRUVHWKDQDQWLFLSDWHGEHFDXVHKLV
DFFHSWDQFHRIKLHUDUFK\LVEDVHGRURULJLQDWHGLQKLVEHOLHILQKLVRZQVXSHULRULW\7KLVLVQRW
EDVHGRQKLVWHFKQRORJLFDONQRZOHGJHEXWRQWKHPHDQVE\ZKLFKKHREWDLQVWKLVSRZHU7KH
EDVLVRIWKHKLHUDUFK\KDVQRWKLQJWRGRZLWKWKLVNQRZOHGJHEXWRQO\ZLWKWKHPDVVHV¶
SHUFHSWLRQRIKLPDVDPDJLFLDQQRWDVDSURSHUWHFKQRFUDWRUDQ\WKLQJHOVHWKDWZRXOGSRVVLEOH
FDXVHWKHFLWL]HQVWRFKRRVH+DQNDVDOHJLWLPDWHUXOHURUKLJKUDQNLQJPHPEHURIWKHVRFLHW\
+DQNGRHVQRWVHHPWRREMHFWWREHLQJLQSRZHU,QIDFWKLVVHQVHRIDUURJDQFHUHJDUGLQJKLV
RSLQLRQRIQRQGHPRFUDWLFLQGLYLGXDOVDQGWKHYDOXHDQGVNLOOV\VWHPWKDWFRPHVZLWKVXFKDVHW
RIH[SHULHQFHVDOPRVWUHTXLUHKLPWRWDNHFRQWURORIWKLVVRFLHW\+DQNYLHZVLWDVDGXW\WRWDNH
WKLVEDFNZDUGVVRFLHW\DQGLPSURYHLWIDUEH\RQGWKHQDWXUDOSURJUHVVLRQRIKLVWRU\
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6RFLDOYV7HFKQRORJLFDO5XOH
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6LQFHZHKDYHFRPHWRXQGHUVWDQG+DQN0RUJDQDQGKLVDWWLWXGHUHJDUGLQJGHPRFUDF\
DQGQRQGHPRFUDWLFLQGLYLGXDOVDQGVRFLHWLHVZHFDQQRZWXUQWRVHHKRZKLVFKDUDFWHUFDQ
VKHGOLJKWRQWKHIXQGDPHQWDOSUREOHPRIWHFKQRORJ\DQGGHPRFUDF\7KLVXQGHUVWDQGLQJLVEHVW
GHYHORSHGE\FRPSDULQJ+DQN0RUJDQDQGKLVLGHDOLVWLFRSSRVLWH.LQJ$UWKXU:HKDYHDOUHDG\
FRPHWRXQGHUVWDQG+DQNLQUHODWLRQWRWKHJHQHUDOWKFHQWXU\SRSXODWLRQEXWZHFDQXVHWKLV
UHODWLRQEHWZHHQ+DQNDQG$UWKXUWROHDUQZKDWLIDQ\JRRGFRPHVIURP$UWKXU¶VIHXGDOUXOHDQG
WKLVFDQSHUKDSVFDQVKHGOLJKWRQWKHSUREOHPRIPRGHUQGHPRFUDF\
$V&RQQHFWLFXW<DQNHHGHYHORSVWKHUHODWLRQVKLSVEHWZHHQ+DQNDQG.LQJ$UWKXU
GHYHORSDVZHOO7KLVSURJUHVVLRQDOORZV7ZDLQWRXVHWKHGLFKRWRP\SUHVHQWHGWKURXJKWKHVH
FKDUDFWHUVWRH[SORUHWKHWZRDVSHFWVRIJRYHUQPHQWDOUXOHWKDWWKH\ERWKHSLWRPL]H+DQN¶V
H[SHULHQFHZLWKWKHFRPIRUWVDQGVRFLHWDOLPSDFWRIWHFKQRORJ\KDVPDGHKLPWKHXOWLPDWH
WHFKQRORJLFDOUXOHU.LQJ$UWKXU¶VH[SHULHQFHLQWKFHQWXU\(QJODQGZLWKLQWKHKRQRUERXQG
VRFLHW\WKDWHPSKDVL]HGQRWRQO\VRFLDOVWDWXUHEXWSURSHUDFWLRQZLWKLQWKDWULJLGVWUXFWXUH
PDNHVKLPDPRGHOIRU³VRFLDO´JRYHUQPHQWRUJRYHUQPHQWEDVHGRQSUHYDLOLQJVRFLDOQRUPV
7KURXJKWKHVHWZRFKDUDFWHUVDQGWKHLUVSHFLILFDFWLRQVZLWKLQWKHQRYHOZHFDQFRPHWRDQ
XQGHUVWDQGLQJRIWKHEHQHILWVDQGGUDZEDFNVWRHDFKVW\OHDQGSHUKDSVXQGHUVWDQGZKDW7ZDLQ
YLHZVDVWKHPRVWDGYDQWDJHRXVVWUDWHJ\IRUUXOLQJRUJRYHUQLQJDVRFLHW\7KLVGLYLGHEHWZHHQ
+DQNDQG$UWKXUFDQDOVREHVHHQDVDQDQDFKURQLVPIRU1RUWK6RXWKUHODWLRQVLQ$PHULFD
+RZHYHUWKLVLVQRWWREHWDNHQDVWKHRQO\UHSUHVHQWDWLYHTXDOLW\DWZRUNKHUH7KLVUHODWLRQ
DQGWKHLVVXHVLWEULQJVRXWLVUHIOHFWLYHRIPDQ\GLIIHUHQWJRYHUQPHQWDODQGWHFKQRORJLFDO
GLFKRWRPLHVLQFOXGLQJWKHRYHUWSUHVHQWSDVWXQGHUVWDQGLQJDQHDVWZHVWXQGHUVWDQGLQJ
HQFRPSDVVLQJERWKWKHGLIIHUHQFHEHWZHHQWKHFLYLOL]HGHDVWRI$PHULFDDQGWKH:LOG:HVWDQG
WKHUHODWLRQEHWZHHQPRGHUQ$PHULFDQDQGPRGHUQ(QJODQG7KLVUHODWLRQHYHQFDQEHVHHQDV
UHSUHVHQWDWLYHRI$PHULFD¶VUHODWLRQWRRWKHUOHVVGHYHORSHGQDWLRQV7KLVLVZKDW
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PDNHVWKHFRQQHFWLRQEHWZHHQ+DQNDQG$UWKXUVRYDOXDEOHLWSURYLGHVDEDVLVIRUFRPSDULVRQ
IRUDODUJHPXOWLWXGHRIRWKHUVFHQDULRV:LWKLQWKHVHFRPSDULVRQVZHDUHDEOHWRGHULYHSRVVLEOH
VROXWLRQVWRWKHSUREOHPRIWHFKQRORJ\DQGPRGHUQSROLWLFV+DQNDQG$UWKXUHQGXSERWKEHLQJ
UHSUHVHQWDWLYHRIWKHGLIIHULQJUROHVRIWHFKQRORJ\LQVRFLHW\DQGLWPD\EHWKDWE\FRPELQLQJWKH
WZRHOHPHQWVZHFDQFRPHWRXQGHUVWDQG7ZDLQ¶VLPSURYHPHQWVRQ$PHULFDQVRFLHW\,QRUGHU
WRGRWKLVZHPXVWDOVRDSSHDOWRWKHGLVWLQFWLRQEHWZHHQWKH1RUWKDQGWKH6RXWKLQWKHSHULRG
IROORZLQJWKH&LYLO:DU
:KLOHZHKDYHDOUHDG\H[SORUHG+DQN¶VRULJLQDQGKLVGHSHQGHQFHRQWHFKQRORJ\EXW
$UWKXU¶VRULJLQDQGPRWLYDWLRQVDUHVWLOOP\VWHULHV7RGRWKLVWKHVRFLHW\WKDWKHUXOHVRYHUPXVW
ILUVWEHXQGHUVWRRG7KLVVRFLHW\LVRQHRIVWULFWVRFLDOKLHUDUFK\WKDWHPSKDVL]HVWKHSURSHUUROH
RIKRQRUDQGMXVWDFWLRQV$OWKRXJKWKHVRFLHW\WKDW$UWKXULVLQYROYHGLQLVRSSUHVVLYHROLJDUFKLF
XQXVXDOO\FUXHODQGGHFLGHGO\XQGHPRFUDWLFWKHRQHWKLQJWKDWLWGRHVGRZHOOLVSXWDODUJH
DPRXQWRIUHVSRQVLELOLW\RQWRLWVVLQJXODUOHDGHU:KLOHLQVRPHFDVHVWKLVGRHVJRZURQJ
0RUJDQ/H)D\HLVDSULPHH[DPSOHRIKRZWKLVUHVSRQVLELOLW\FDQJRZURQJZLWK$UWKXUWKLV
VHHPHGWRKDYHZRUNHGDQGKLVWUDYHOVZLWK+DQNDUHDGHPRQVWUDWLRQRIWKLV7KHGHYHORSPHQW
RIKLVFKDUDFWHUWKURXJKWKHVHFKDSWHUVLQWKHPLGGOHRI&RQQHFWLFXW<DQNHHVKRZVKRZLQ
VRPHZD\VKHPD\DFWXDOO\EHVXSHULRUWR+DQNZLWKUHJDUGVWRJRYHUQLQJDVRFLHW\,QRUGHUWR
REVHUYHWKLVZHORRNDWWKHWZRVHSDUDWHZD\VLQZKLFKWKH\DWWHPSWWRUXOHRYHUWKH(QJOLVK
VRFLHW\7KURXJKWKLVFRPSDULVRQZHFDQVHHWKHXQLTXHDGYDQWDJHDQGWKHZD\WKDW$UWKXU¶V
FKDUDFWHUDSSURDFKHVUXOLQJDVRFLHW\WKURXJKZKDW,DPGHILQLQJDV³VRFLDO´PHDQV7KHVH
VRFLDOPHDQVDUHODFNLQJIURP+DQN¶VDSSURDFKWRJRYHUQDQFH+DQNDWWHPSWVWRVXEVWLWXWHWKH
LPSOHPHQWDWLRQRIWHFKQRORJ\IRUDFWXDOSROLWLFDOVNLOOZKLOH$UWKXUXVHVWKLVW\SHRIVRFLDOVNLOOLQ
DYHU\SROLWLFDOZD\WRPDLQWDLQFRQWURORIKLVVRFLHW\
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.LQJ$UWKXUUXOHVKLVFLWL]HQVE\DFRPELQDWLRQRIIRUFHRIFKDUDFWHUHVWDEOLVKHGVRFLDO
QRUPVDQGDKLJKO\GHYHORSHGVHQVHRIKRQRU$UWKXU¶VIRUFHRIFKDUDFWHULVHYLGHQFHGE\KLV
LQWHUDFWLRQVZLWKKLVRWKHUNQLJKWV7KHHDUO\VFHQHVRIWKHQRYHOGLVSOD\WKLVFKDUDFWHUEDVHG
PDLQO\RQWKHIDEOHRI.LQJ$UWKXUWKDWLVWROGE\WKHROGPDQLQWKHFRXUW7KLVLVWKHVWDQGDUG
XQGHUVWDQGLQJRIKRZ$UWKXUEHFDPH.LQJRI(QJODQG EXWLQWKHODQGRIWDOOWDOHVDQG
H[WUDYDJDQWIDEOHV$UWKXU¶VLVWKHPRVWH[WUDYDJDQW+HLVDLGHGLQWKLVVWD\LQJSRZHUE\WKH
VRFLDOQRUPVWKDWWKHSRZHURIWKH&KXUFKLVDEOHWROHQGWRKLVSRZHU$UWKXULVDEOHWRXWLOL]H
WKHPRUDODXWKRULW\WKDWWKHFKXUFKJUDQWVKLPWKURXJKWKHGLYLQHULJKWRINLQJV WRKROGSRZHU
RYHUWKHQREOHFODVVDQGLQVSLUHUHYHUHQFHIURPWKHSHDVDQWV$UWKXU¶VVHQVHRIKRQRUDOVR
PDNHVLWVRWKDWKHKDVWKHDELOLW\DVZHOODVWKHQREOHREOLJDWLRQWRSODFHKLVRZQKRQRURYHUKLV
RZQOLIHDQGPDNHQREOHVDFULILFHVLQWLPHVRIQHHG
³%RVVLQJ´D*RYHUQPHQW
+DQN¶VIXQGDPHQWDOFRQFHSWLRQRISURSHUJRYHUQPHQWLVFORVHO\WLHGWRKLVPDQDJHULDO
H[SHULHQFH+HEHOLHYHVDQGVHHNVWRSURYHWKDWKLVH[SHULHQFHOHDGLQJPHQDWWKH&ROWIDFWRU\
JLYHVKLPWKHUHTXLVLWHH[SHULHQFHQHFHVVDU\IRUUXQQLQJDVRFLHW\7KLVSRLQWVDWDODUJHUPRUH
IXQGDPHQWDOPHQWDOLW\,IWKHSURSHUH[HFXWLYHLVQRWDSROLWLFLDQRUDNLQJEXWDPDQDJHUD
³ERVV´WKHQVRFLHW\DQGWKHZD\VRFLHW\LVUHSUHVHQWHGFKDQJHVLQDIXQGDPHQWDOZD\DQG
7ZDLQVHHPVXQFRPIRUWDEOHZLWKWKLVLGHD7KLVODFNRIFRPIRUWFRPHVRXWZLWKWKHFRPSDULVRQ
EHWZHHQ+DQNDQG$UWKXU,QRUGHUWRKHOSXQGHUVWDQGWKLVFRPSDULVRQDQGIXQGDPHQWDO
XQGHUVWDQGLQJWKDWGULYHVLW+DQNPXVWILUVWEHXQGHUVWRRGZLWKLQWKHFRQWH[WRIZKDWKH
%DVHGRQWKH0DOORU\ZRUN6HHIRRWQRWH
7KHWKHPHRIWKHGLYLQHULJKWRINLQJVLVVRPHWKLQJ7ZDLQH[SOLFLWO\PHQWLRQVLQWKHLQWURGXFWLRQWR
&RQQHFWLFXW<DQNHHEXWKHGRHVQRWFODLPWRUHVROYHLWSRLQWLQJWRKLVQH[WSXEOLFDWLRQ7KH3HUVRQDO
5HFROOHFWLRQVRI-RDQRI$UFWRGRWKDW



UHSUHVHQWV7RGRWKLVZHPXVWXQGHUVWDQGKRZWKHIRFXVRQWHFKQRORJLFDOSURJUHVVFKDQJHV
WKHGHILQHGJRRGRIDVRFLHW\VKLIWLQJLWWRZDUGVDQHYHUH[SDQGLQJGHVLUHWRREWDLQEHWWHU
WHFKQRORJ\7KLVLVGULYHQE\DGHVLUHIRUFUHDWXUHFRPIRUWVRUDV+DQNGHVFULEHVWKHP³OLWWOH
FRQYHQLHQFHV´WKDWPDNHOLIHEHWWHURQDSHUVRQDOOHYHO7KLVVHHPVDQREYLRXVFODLPHVSHFLDOO\
ZKHQRQHFRQVLGHUVWKHDGYDQFHVLQPRGHUQWHFKQRORJ\GULYHQE\WKHGHVLUHIRUQHZ
HQWHUWDLQPHQWWHFKQRORJ\VPDUWSKRQHVDQGRWKHUSHUVRQDOWHFKQRORJLFDODGYDQFHPHQWV,Q
DGGLWLRQWRWKLVKRZHYHUWKHSURJUHVVRIWHFKQRORJ\LVDOVRGULYHQE\WKHIRFXVRQPLOLWDU\HQGV
7KLVLVVHHQERWKLQ&RQQHFWLFXW<DQNHHDQGKLVWRULFDOO\DV+DQNUXVKHVWRGHYHORSPLOLWDU\
LQQRYDWLRQVLQFOXGLQJILUHDUPVDQGDQDGYDQFHGQDY\7KHSURJUHVVRIWHFKQRORJ\LV
ODQGPDUNHGE\ODUJHLQQRYDWLRQVLQGHVWUXFWLYHFDSDELOLWLHVLQFOXGLQJWKHGHYHORSPHQWRIWKH
WDQNWKHVXEPDULQHDQGHYHQWKHQXFOHDUERPE%RWK7ZDLQDQG+DQNXQGHUVWDQGWKLVFRQFHSW
DQGWKHFRQWUDVWEHWZHHQWKLVXQGHUVWDQGLQJDQGWKHXQGHUVWDQGLQJRIWKHUXOLQJFODVVRIWK
FHQWXU\(QJODQGPDNHIRUWKHIRXQGDWLRQRIWKHPDMRUFRQIOLFWLQ&RQQHFWLFXW<DQNHH
)RU+DQNWKHSURSHUJRDORIVRFLHW\LVWKHREWDLQLQJDQGHQMR\LQJRIZKDWKHFDOOV³OLWWOH
FRQYHQLHQFHV´7KHVHFRQYHQLHQFHVDUHWHFKQRORJLFDOLQQRYDWLRQVRUVPDOOLWHPVWKDWDOORZIRU
DQLQGLYLGXDOWREHPRUHFRPIRUWDEOHZLWKLQKLVVWDWLRQLQOLIH$IWHUJDLQLQJSRZHULQWKLVIHXGDO
VRFLHW\WKURXJKKLVPDQLSXODWLRQRIWKHHFOLSVHWKHILUVWFRPSODLQWWKDW+DQNKDVDERXWWKH
VRFLHW\LVLWVODFNRIWKH³OLWWOHFRQYHQLHQFHVWKDWPDNHWKHUHDOFRPIRUWRIOLIH´ 7KHVH
FRQYHQLHQFHVDUHVPDOOLQQRYDWLRQVOLNHVRDSPDWFKHVDQGFORFNVRU³FKURPRV´WKDWDOORZIRU
DQLQGLYLGXDOWRWUXO\HQMR\KLVVWDWLRQ,WLVLQDTXHVWIRUWKHVHFRQYHQLHQFHVDVZHOODVD
PHJDORPDQLDFDOGHVLUHIRUDGXODWLRQWKDWOHDGV+DQNWRGHYHORSWHFKQRORJ\LQWKLVVRFLHW\+H
YLHZVKLPVHOIDVEHLQJDW\SHRI5RELQVRQ&UXVRHLQKLVRZQXQLTXHLVODQG+HZDV³FDVWDZD\
RQDQXQLQKDELWHGLVODQGZLWKQRVRFLHW\EXWVRPHPRUHRUOHVVWDPHDQLPDOV´DQGLQRUGHUWR
&RQQHFWLFXW<DQNHHSJ


PDNHOLIHEHDUDEOHKHKDGWR³LQYHQWFRQWULYHFUHDWHUHRUJDQL]HWKLQJVVHWEUDLQDQGKDQGWR
ZRUN´ 7KLVXQGHUVWDQGLQJVKRZVERWKUHIOHFWLRQVRIWKLVGHPRFUDWLFDUURJDQFHDVKHYLHZV
KLPVHOIVXUURXQGHGE\HVVHQWLDOO\³WDPHDQLPDOV´EXWDOVRWKHIXQGDPHQWDOLGHDRIWHFKQRORJLFDO
SURJUHVVEHLQJQHFHVVDU\IRUDQ\JRYHUQPHQWDOUHJLPH,QRUGHUWRFKDQJHDGHVHUWHGLVODQG
LQWRDQDFWXDOVRFLHW\SRSXODWHGE\WUXHSHRSOH+DQNPXVW³UHRUJDQL]H¶DQGLQYHQWWKHVHW\SHV
RIFRQYHQLHQFHV7KHJRDORIWKHVRFLHW\WKDW+DQNDLPVWRGHYHORSWKHQLVQRWEDVHGDWOHDVW
IXQGDPHQWDOO\LQWKHLGHDRIEHWWHULQJPDQNLQGGLUHFWO\RULQVRPHORIW\JRDORIXQLYHUVDOSHDFH
RUHYHQWKHSKLORVRSKLFDLPRIOLYLQJWKH³JRRGOLIH´EXWLQWKHFRQVWDQWVHDUFKDIWHUSURJUHVV,WLV
E\VHHNLQJRXWQHZWHFKQRORJ\DQGFKDVLQJWKHJRDORISURJUHVVWKDWPDQNLQGSURJUHVVHVDQG
EHFRPHVIUHHU$QH[DPSOHRIWKLVW\SHRIXQGHUVWDQGLQJWKDW+DQNKDVLVHYLGHQFHGWKURXJKWKH
LQWURGXFWLRQRIDQHZVSDSHUDQGWKHDVVXPSWLRQWKDWE\GHYHORSLQJWKHVLPSOHFRQYHQLHQFHRI
UHDGLQJLQGLYLGXDOVZLOODWWDFKWKHPVHOYHVWRWKLVLGHDDQGWKHQIUHHGLVVHPLQDWLRQRILQIRUPDWLRQ
ZLOOUHVXOW7KLVLVQRWWRLPSO\WKDW+DQNGRHVQRWKDYHVRPHKXPDQLWDULDQJRDOV+HGRHVZLWK
WKHPDLQRQHEHLQJKLVH[WHQGHGFDPSDLJQWRHQGWKHSUDFWLFHRIVODYHU\EXWKLVPDLQJRDOLVWKH
GHYHORSPHQWRIWHFKQRORJ\LQWKHSXUVXLWRIPDWHULDOFRPIRUW
+DQN¶VIRFXVRQWHFKQRORJ\DOVRH[WHQGVWRKRZKHDSSURDFKHVKLVSRVLWLRQRI
³SHUSHWXDOPLQLVWHUDQGH[HFXWLYH´ +HXQGHUVWDQGVWKLVSRVLWLRQDVDPDQDJHULDOSRVLWLRQQRWD
SROLWLFDORQH+LVFRQFHSWRISROLWLFDOSRZHULVUHSUHVHQWDWLYHRIWKHVRFLHW\WKDWKHRULJLQDWHVLQ
+LVLGHDRIEHLQJDPLQLVWHURIWKHJRYHUQPHQWLVWRJRDURXQGSUHWHQGLQJWREHDPDJLFLDQ
EORZLQJXSWRZHUVDQGFUHDWLQJVSHFWDFXODUILUHZRUNVGLVSOD\VZKLOHVHFUHWO\SODQWLQJWKHVHHGV
IRUDIXOOIOHGJHGWHFKQRORJLFDOUHYROXWLRQ+DQNDFFRPSOLVKHVQRWKLQJVSHFLILFDOO\³SROLWLFDO´ZKLOH
LQKLVSRVLWLRQDVPLQLVWHU+HGRHVQRWFUHDWHRUFKDQJHDQ\ODZVRQO\DGGUHVVLQJWKH
&RQQHFWLFXW<DQNHH3J
&RQQHFWLFXW<DQNHHSJ

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
LQVWLWXWLRQDOXQIDLUQHVVRIWKHDUELWUDU\V\VWHPRIMXVWLFHZKLOHRXWVLGHRIKLVRZQUHDOP:KLOHRQ
WKHTXHVWIRUWKH+RO\*UDLOZLWK6DQG\KHPHHWVZLWK0RUJDQ/H)D\WKHUXWKOHVVTXHHQZKR
KDVLPSULVRQHGDQGWRUWXUHGLQGLYLGXDOVIRUDUELWUDU\UHDVRQVHYHQJRLQJVRIDUDVFUHDWLQJ
HODERUDWHVFKHPHVWRFDXVHPHQWDODQJXLVKWRWKRVHLPSULVRQHG +DQNLVGLUHFWO\PRYHGE\
WKHSOLJKWRIWKHVHSULVRQHUVDQGPDQDJHVWRVHFXUHWKHLUUHOHDVHV7KHLQWHUHVWLQJDVSHFWKHUH
LVKRZKHGRHVQRWWUDQVODWHWKLVLGHDLQWRDPRUHZLGHVSUHDGUHIRUPRIMXVWLFHWKURXJKRXWWKH
NLQJGRPWKDWKHKDVLQIOXHQFHRYHU+HGRHVQRWDWWHPSWWRVHFXUHWKHUHOHDVHRIDQ\RI.LQJ
$UWKXU¶VSULVRQHUVIRUH[DPSOH7KLVLVDUHFXUULQJWKHPHIRU+DQN+HLVPRYHGE\KLVRZQSLW\
DQGZLOOJRWRJUHDWOHQJWKVWRKHOSRXWWKRVHZKRKHGLUHFWO\VHHVWREHDLOLQJ7KLVLVHYLGHQFHG
E\KLVDFWLRQVZLWKLQWKHVPDOOSR[KXWZKHUHKHDQG.LQJ$UWKXUJRWRJUHDWOHQJWKWRSURYLGH
FRPIRUWIRUWKHZRPDQZKRVHHQWLUHIDPLO\KDVHLWKHUGLHGRULVFXUUHQWO\G\LQJRIVPDOOSR[DIWHU
EHLQJDEDQGRQHGE\WKH&KXUFKDQGWKHFRPPXQLW\7KLVLQLWLDOO\VHHPVWREHLQGLUHFWFRQWUDVW
ZLWK+DQN¶VRZQVWDWHPHQWDERXWEHLQJGHYRLGRI³VHQWLPHQW´EXWDV,KDYHVKRZQHDUOLHUWKLV
GRHVQRWPHDQKHLVIUHHRISLW\RQO\RIWKHPDQLIHVWDWLRQVRIHURV+RZHYHUWKHVHLQGLYLGXDO
DFWVRISLW\DQGFRPSDVVLRQGRQRWWUDQVODWHLQWRGLUHFWSROLWLFDODFWLRQ7KLVGRHVQRWVHHPWREH
EDVHGRQ+DQN¶VFRQVHQWWRWKHVHSUDFWLFHVEHLQJFRQWLQXHGEXWZLWKWKHLGHDWKDWKHGRHVQRW
WKLQNRISROLWLFDOVROXWLRQVWRSUREOHPVVHHNLQJWKHDQVZHULQWKHGHYHORSPHQWRIWHFKQRORJ\
+RZHYHUWKLVXOWLPDWHO\IDLOVDQGWKHVRFLHW\WXUQVDJDLQVWKLP:KDWWKLVVKRZVLV+DQN¶V
LQDELOLW\WRDQDO\]HDVLWXDWLRQDQGFUHDWHDSROLWLFDOVROXWLRQ7KHRQO\SROLWLFDOYLFWRU\WKDW+DQN
VFRUHVFRPHVWKURXJKWKHDFWLRQRI.LQJ$UWKXU+DQNKDVEHHQVHHNLQJWRDEROLVKVODYHU\IRU
VRPHWLPHEXWKDVEHHQXQDEOHWRGRVR+RZHYHUDIWHU+DQNDQGWKHNLQJDUHWDNHQVROGDQG
HYHQVHQWHQFHGWRGHDWKDVVODYHV+DQNLVDEOHWRSHUVXDGH$UWKXUWRDEROLVKVODYHU\
7KHPRVWHODERUDWHH[DPSOHRIWKLVLVWKHPDQZKRZDVLPSULVRQHGLQDFHOOWKDWKDGDYLHZRIWKHKXW
ZKHUHKLVIDPLO\OLYHG0RUJDQ/H)D\GHYLVHGWKHSODQZKHUHHPSW\FRIILQVZHUHEURXJKWRXWRIWKHKRXVH
WRFUHDWHWKHLOOXVLRQWKDWDOOEXWRQHRIKLVIDPLO\PHPEHUVKDGGLHGZKHQLQUHDOLW\WKH\ZHUHDOOVWLOODOLYH
DQGZHOO


+RZHYHU+DQNVWLOOLVXQDEOHWRGRWKLVGHDOLQJKLPVHOI+HQHHGVWRXVH$UWKXUDVWKHSROLWLFDO
DXWKRULW\DQGPLQGWRSDVVWKLVGHFUHHDQGKDYHLWEHDFFHSWHGE\WKHPDMRULW\
,QDGGLWLRQWRSRLQWLQJDW+DQN¶VWHFKQRORJLFDOXQGHUVWDQGLQJWKHVHHYHQWVDOVR
VKRZKRZ+DQNLQWHUSUHWVSROLWLFVDVPDQDJHPHQWUDWKHUWKDQDVVHSDUDWHDQGGLIIHUHQWSROLWLFDO
DFWLRQ7KLVLVEDVHGLQ+DQN¶VIXQGDPHQWDOIRFXVRQSHUVRQDOHFRQRPLFVDQGODUJHVFDOH
GHYHORSPHQWUDWKHUWKDQDQ\RWKHUSROLWLFDOPDWWHUV+DQNQHYHUKROGVFRXUWRURIIHUVSROLWLFDO
ZLVGRPWR.LQJ$UWKXUDVRQHZRXOGH[SHFWDPLQLVWHUWRGR+HLQVWHDGVSHQGVKLVWLPH
GHYHORSLQJKLVPDQIDFWRULHVDQG³%RVVLQJ´KLVWHFKQRORJLFDOGHYHORSPHQWV7KLVUHSUHVHQWVD
IXQGDPHQWDOVKLIWLQSROLWLFDOXQGHUVWDQGLQJWKDWZDVLQHIIHFWGXULQJWKHVHFRQGKDOIRI$PHULFDQ
KLVWRU\WKDW7ZDLQLVKRQLQJLQRQDQGEULQJLQJRXWWKURXJKWKHFKDUDFWHURI+DQN3ROLWLFVLV
WXUQLQJIURPDQLQWHOOHFWXDOUHDOPRISROLWLFDODFWLRQWRDODUJHUIRFXVRQSROLWLFDOOHDGHUVKLSDV
PDQDJHPHQWZLWKWKHSULPDU\IRFXVVKLIWLQJWREHRQWKHLQYHQWLRQDQGSURGXFWLRQRIJRRGVIRUD
SURILW,WLVEHFDXVHRIWKLVPHQWDOLW\WKDW+DQNGHFLGHVWKDWLQKLVSRVLWLRQDVPLQLVWHUWR.LQJ
$UWKXUKLVRIILFLDOWLWOHVKRXOGEH³7KH%RVV´UDWKHUWKDQ'XNHRU/RUG7KLVPRQLNHULVPXFK
PRUHGHVFULSWLYHRIWKHVW\OHDQGOLPLWDWLRQVRIUXOHWKDW+DQNHPSOR\VWKDQDQ\WUDGLWLRQDOQREOH
LGHQWLILHU+DQNYLHZVDOORIWKHSROLWLFDOGHYHORSPHQWLQHFRQRPLFDQGWHFKQRORJLFDOWHUPV+H
EUDJVWKDWZLWKRXWFKDQJLQJDQ\H[LVWLQJODZVKHGRXEOHGUHYHQXHVLPSO\E\FKDQJLQJKRZ
WD[DWLRQZDVHQIRUFHG+RZHYHUKHLVVWLOOEOLQGWRWKHSUREOHPVRIWKLVIHXGDOWD[DWLRQV\VWHP
DQGPDNHVQRHIIRUWWRDOOHYLDWHWKHEXUGHQVLPSRVHGRQWKHORZHUFODVVHV,QDGGLWLRQWRWKLV
QHDUO\DOORIWKHWHFKQRORJLFDOLQQRYDWLRQV+DQNFUHDWHVZLWKLQWKLVVRFLHW\DUHVSHFLILFDOO\
GHVLJQHGWRFUHDWHDSURILWRULQWURGXFHVRPHPDQQHURIHFRQRPLFLPSURYHPHQWWRWKHQDWLRQ
7KHVHLPSURYHPHQWVLQFOXGHWXUQLQJWKHERZLQJKHUPLWLQWRWKHJORULILHGVHZLQJPDFKLQHWKH
UHYLVHGWD[V\VWHPDQGHYHQWKHVWRFNH[FKDQJHWKDWVHUYHVWREULQJDERXW+DQN¶VLQHYLWDEOH
GRZQIDOO+DQNUHSUHVHQWVDIXQGDPHQWDOO\GLIIHUHQWYLHZRISROLWLFVRQHZKHUHWKHHPSKDVLVLV

QRWSODFHGRQWKHUXOHUDVDSROLWLFLDQLQWKHFODVVLFDOVHQVHWKDWLVRQHZKRVHHNVWKHPRUDO
JRRGIRUDVRFLHW\RUHYHQRQHLQWKHIHXGDOVHQVHZKHUHWKHJRDOVHHPVWREHIRFXVHGRQ
VHOISUHVHUYDWLRQRIERWKWKHVWDWHDQGWKHUXOHUEXWRQWKHLGHDOVRIPDQDJHPHQWVLPSO\)RU
+DQNWKHSURSHUMRERIWKHH[HFXWLYHLVEHVWUHSUHVHQWHGE\WKHLQGLYLGXDOZKRFUHDWHVWKH
WHFKQRORJLFDOPDFKLQDWLRQVRIVRFLHW\DQGWKHQWDNHVRQDPRUHSDVVLYHUROHOHWWLQJWKHIUHH
LQGXVWU\SOD\RXW7KLVLGHDOUHSUHVHQWVDIXQGDPHQWDOVKLIWLQSROLWLFVWKDWLVSLRQHHUHGE\WKH
VSHFXODWLYHQDWXUHRIZHDOWKDFTXLVLWLRQDQGSROLWLFVWKDWDFFRPSDQLHVWKHFRQWHPSRUDU\WK
FHQWXU\SROLWLFVWKDW+DQNZDVIDPLOLDUZLWK7KLVLVFKDUDFWHUL]HGE\WKHFRQWLQXDOIRFXVRQ
SURJUHVVDVWKHQHFHVVDU\HQGRIVRFLHW\DQGVHHPVWREH+DQN¶VIXQGDPHQWDOXQGHUVWDQGLQJ
3URJUHVVLQLWVHOILVWKHKLJKHVWYLUWXHRIVRFLHW\EHFDXVHLWSURYLGHVIRUFRQYHQLHQFHZKLFKLV
WKHJUHDWHVWJRRGRIPDQ:KHQ+DQNLVYLHZHGZLWKLQWKLVFRQWH[WKLVODFNRIOHJLVODWLYHDFWLRQV
DQGKLVIRFXVRQSURYLGLQJWHFKQRORJ\WRWKLVSULPLWLYHVRFLHW\EHFRPHERWKUDWLRQDOL]HGDQG
FOHDU+DQNLVWU\LQJWRSURYLGHWKHJUHDWHVWHQGDVKHXQGHUVWDQGVLWIRUKLPVHOIDQGWKH
VRFLHW\LQWRZKLFKKHLVWKUXVW+RZHYHUZKDWKHIDLOVWRXQGHUVWDQGDUHWKHFRPSOLFDWLRQVRI
WKLVXQGHUVWDQGLQJHVSHFLDOO\IRUDVRFLHW\XQDFFXVWRPHGWRVXFKDYLHZDQGFRPSOHWHO\
ODFNLQJWRZKDWVHHPWREHWKHQHFHVVDU\SUHFRQGLWLRQVIRUVXFKDQDSSURDFKWRVXFFHHG
QDPHO\DGHPRFUDWLFJRYHUQPHQWZLWKDORQJVWDQGLQJDFFHSWDQFHRISROLWLFDODQGWHFKQRORJLFDO
LQQRYDWLRQ7ZDLQVXPPDUL]HV+DQN¶VYLHZRIVRFLHW\DQGWKHSRWHQWLDOGLIILFXOWLHVZLWKVXFKD
YLHZTXLWHZHOOLQWKHSUHIDFHWRWKH/RQGRQHGLWLRQRIKLVQRYHO7KH*LOGHG$JH
,Q$PHULFDQHDUO\HYHU\PDQKDVKLVGUHDPKLVSHWVFKHPHZKHUHE\KHLVWRDGYDQFH
KLPVHOIVRFLDOO\RUSHFXQLDULO\,WLVWKLVDOOSHUYDGLQJVSHFXODWLYHQHVVZKLFKZHWULHGWRLOOXVWUDWHLQ³7KH
*LOGHG$JH´,WLVDFKDUDFWHULVWLFZKLFKLVERWKEDGDQGJRRGIRUERWKWKHLQGLYLGXDODQGWKHQDWLRQ*RRG
EHFDXVHLWDOORZVQHLWKHUWRVWDQGVWLOOEXWGULYHVERWKIRUHYHURQWRZDUGVVRPHSRLQWRURWKHUZKLFKLV
DKHDGQRWEHKLQGQRUDWRQHVLGH%DGEHFDXVHWKHFKRVHQSRLQWLVRIWHQEDGO\FKRVHQDQGWKHQWKH
LQGLYLGXDOLVZUHFNHGWKHDJJUHJDWLRQVRIVXFKFDVHVDIIHFWVWKHQDWLRQDQGVRLVEDGIRUWKHQDWLRQ6WLOO
LWLVDWUDLWZKLFKLVRIFRXUVHEHWWHUIRUDSHRSOHWRKDYHDQGVRPHWLPHVVXIIHUIURPWKDWWREHZLWKRXW
7KLVHGLWLRQRI7KH*LOGHG$JHLVSDUWLFXODUO\GLIILFXOWWRILQGEXWWKHQRWDEOHSUHIDFHLVDYDLODEOHRQOLQHDW
WKH0DUN7ZDLQ3URMHFWZHEVLWH
KWWSZZZPDUNWZDLQSURMHFWRUJ[WIYLHZ"GRF,G OHWWHUV07'3[POVW\OH OHWWHUEUDQG PWS
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,QWKLV7ZDLQH[SODLQVLQVXUSULVLQJO\IUDQNWHUPVWKHPDLQSUREOHPZLWK+DQN¶VPHWKRG
RIJRYHUQDQFHDOEHLWFKDUDFWHUL]HGVROHO\LQWKHWHUPVRISHUVRQDODGYDQFHPHQWEXW+DQN¶V
PDLQSURMHFWZLWKLQWKH$UWKXULDQVRFLHW\FDQEHVHHQDVDSHUVRQDOSURMHFWRU³SHWVFKHPH´
ZKHUHKHDLPVWREHFRPH³WKHPRVWLPSRUWDQWPDQLQKLVWRU\´E\DGYDQFLQJ(QJOLVKWHFKQRORJ\
E\WZHOYHFHQWXULHV7ZDLQKHUHXOWLPDWHO\FRPHVWRWKHFRQFOXVLRQWKDWWKHJRRGRIWKLV
³DOOSHUYDGLQJVSHFXODWLYHQHVV´RXWZHLJKVWKHEDGEXWWKHFRQGLWLRQVQHHGWREHFRUUHFWDQG
+DQNLVVWLOOWKHH[DPSOHRIWKHFDWDVWURSKLFZD\VLQZKLFKWKLVFDQJRZURQJ7KHVHJRRGWUDLWV
FDQEHEURXJKWRXWPRUHHIIHFWLYHO\ZLWKLQDJRYHUQPHQWWKDWLVGHVLJQHGWRHQFRXUDJHWKHP
7KLVW\SHRIJRYHUQPHQWVHHPVWREHWKHRQH7ZDLQLVSRLQWLQJDWDQGZLOOEHGHYHORSHGODWHULQ
WKLVZRUN

+DQNKHUHLVSXWLQDYHU\GDQJHURXVSRVLWLRQKHLVDPDQZLWKQRSROLWLFDOH[SHULHQFH
ZLWKQRFRQFHSWLRQRIWKHFXUUHQWSROLWLFDORUVRFLDOHQYLURQPHQWWKUXVWLQDSRVLWLRQRILQFUHGLEOH
SRZHUZLWKLQWKHVRFLHW\ZLWKWKHWHFKQLFDOVNLOOWRFUHDWHZHDSRQVWKDWKDYHWKHFDSDELOLW\RI
GHVWUXFWLRQWKDWKDVQ¶W\HWEHHQVHHQE\VRFLHW\,WLVWKURXJKWKLVWKDW7ZDLQFDQEHVHHQWREH
PDNLQJDVO\FRPPHQWDU\RQWKHSROLWLFDOVLWXDWLRQLQZKLFKKHOLYHV7HFKQRORJ\DQGHVSHFLDOO\
ZHDSRQVWHFKQRORJ\LVSURJUHVVLQJDWDQXQKHDUGRIUDWHDQGZLOOFRQWLQXHWRGRVRIRUPRUH
WKDQWKHQH[WFHQWXU\7ZDLQLQZULWLQJWKLVQRYHOLVFRPPHQWLQJRQDVRFLHW\WKDWKDVMXVWFRPH
RIIDZDUWKDWLVVWLOOWKHGHDGOLHVWFRQIOLFWWKDW$PHULFDKDVEHHQLQYROYHGZLWKDQGZHDSRQV
WHFKQRORJ\ZDVFRQWLQXLQJWRJDLQVWHDPZLWKWKHQHZ*DWOLQJJXQVJHWWLQJILUVWXVHDWWKHHQG
RIWKH&LYLO:DUDQGVHHLQJPRUHDFWLRQLQWKH6SDQLVK$PHULFDQZDU:KLOHWKLVQRYHOZDV
SXEOLVKHGRYHUDGHFDGHEHIRUHWKH6SDQLVK$PHULFDQZDU7ZDLQXQGHUVWRRGLWVGHVWUXFWLYH
WHQGHQFLHVHQRXJKWRKDYHDFUHZRIWKHPPRZGRZQNQLJKWVLQWKHILQDOVWDJHVRIWKH
%DWWOHRIWKH6DQG%HOW7KLVGHVWUXFWLYHFDSDELOLW\LVSODFHGZLWKLQWKHPLQGRI+DQN0RUJDQWKH

LQH[SHULHQFHGSROLWLFLDQWKHJOXWWRQIRUJORU\DQGHVWHHPZKRLVXQDEOHWRXQGHUVWDQGWKHVRFLDO
QRUPVRIWKFHQWXU\(QJODQGDQGWKHSRWHQWLDOXVHIXOQHVVRIERWKWKH&KXUFKDQGWKHQRUPDWLYH
FODVVVWUXFWXUHWKDWVHUYHGWRNHHSWKHVRFLHW\EDQGHGWRJHWKHU7KLVLVWKHIDLOLQJVRIWKH
DSROLWLFDOPLQGWKH³ERVV´PHQWDOLW\WKDWDVVHUWVWKDWPDQLVIXQGDPHQWDOO\EHWWHURQKLVRZQ
ZLWKRQO\PLQLPDOXQREWUXVLYHRYHUVLJKW:KHQWKLVPHQWDOLW\LVSDLUHGZLWKLQVXUPRXQWDEOH
GHVWUXFWLYHWHFKQRORJ\VODXJKWHULVDOPRVWQHFHVVDULO\DUHVXOWDV&ODUHQFHKLPVHOIEULQJVWR
PLQGWHOOLQJ+DQNWKDWWKHUHEHOOLRQRIWKHNQLJKWVDQGWKH&KXUFKZDVERXQGWRKDSSHQDQG
ZDVQRWDUHVXOWRI+DQN¶VDEVHQFHRUKLVODFNRYHURYHUVLJKWRIWKHQHZO\FUHDWHGVWRFN
PDUNHW:KDWWKLVVD\VDERXWRXUPRGHUQVRFLHW\LVWKDWWHFKQRORJ\KDVPDGHRXUYLROHQW
WHQGHQFLHVPRUHGHVWUXFWLYH7HFKQRORJ\LIOHIWXQFKHFNHGFDQDFWXDOO\EHEDGIRUVRFLHWLHV
7ZDLQDLPVWRLPSURYHJRYHUQPHQWDOXQGHUVWDQGLQJWROLPLWWKLVSRVVLELOLW\
.LQJ$UWKXUDVWKH6RFLDO3ROLWLFLDQ
&RQWUDVWHGZLWKWKH³ERVV´PHQWDOLW\RI+DQN.LQJ$UWKXULVUHSUHVHQWDWLYHRIWKHH[LVWLQJ
JRYHUQPHQWDOVWUXFWXUHLQ(QJODQGWKDW+DQNDLPVWRXSVHW$UWKXU¶VUXOHLVEDVHGSULPDULO\RQ
WKHSUHYDLOLQJVRFLDOPRUDODQGUHOLJLRXVFRQGLWLRQVRIKLVNLQJGRPUHO\LQJRQWKHSRZHUDQG
DFFHSWDQFHRIWKH&KXUFKDQGWKHSRZHURIWKHQREOHVLQHQIRUFLQJWKHIHXGDOUXOHWRNHHSKLP
LQSRZHU+HDOVRKDVDIXQGDPHQWDOO\GLIIHUHQWPRWLYDWLRQWKDQ+DQNLQZKDWKHFDUHVDERXW
PRVW:KLOH+DQN¶VSULPDU\FDUHLVXSIRUGHEDWHLWPRVWGHILQLWHO\LQYROYHVDGYDQFLQJ
WHFKQRORJ\UHPDLQLQJLQSRZHUDQGGHPRFUDWL]LQJ(QJODQG2QWKHRWKHUKDQG$UWKXU¶VSULPDU\
PRWLYDWLRQLVLQSUHVHUYLQJWKHVDQFWLW\RIKLVRZQKRQRU7KLVLVZK\KHLVWKH³VRFLDO´ UXOHULQ
FRQWUDVWWR+DQN¶V³WHFKQRORJLFDO´UXOLQJVDV+DQN¶VDUHEDVHGRQO\LQKLVNQRZOHGJHRI
,DPXVLQJWKLVWHUP³VRFLDO´WRUHSUHVHQWDOORIWKHVRFLDOFRQVWUXFWVWKDWVXSSRUW$UWKXU¶VUXOHLQFOXGLQJ
SUHYDLOLQJPRUDODQGUHOLJLRXVDVSHFWV7KHWHUPVRFLDORUVRFLDOUXOHULVLQWHQGHGWRHQFRPSDVVDOORIWKHVH
DVSHFWVDQGSURYLGHVDFOHDUHUFRQWUDVWWR+DQN¶V³7HFKQRORJLFDO´UXOH


WHFKQRORJLFDOWKLQJVDQG$UWKXU¶VUXOHLVEDVHGLQKLVXQGHUVWDQGLQJRIWKHVRFLDOHOHPHQWVRIKLV
VRFLHW\+RZHYHUWKLVIXQGDPHQWDOFRQFHSWRIUXOLQJLVFRPSOH[,WRIIHUVEHQHILWVIRUWKHVRFLHW\
DQGLVLQPDQ\ZD\VPRUHVWDEOHDQGSHUKDSVHYHQPRUHEHQHILFLDOWRWKHVRFLHW\DVDZKROH
WKDQ+DQN¶VLQWURGXFWLRQRIWHFKQRORJ\LQWRWKDWVRFLHW\EXWWKLVLVQRWWRGLPLQLVKWKHYHU\PDQ\
DGYHUVHHIIHFWVWKDWWKLVKDVRQWKHLQGLYLGXDOVZLWKLQWKHVRFLHW\7KHVLPSOHIDFWVDUHWKDW
ZLWKLQWKLVVRFLHW\WKHFRQFHSWRIMXVWLFHLVDWEHVWDUELWUDU\DQGDWZRUVWEDVHGFRPSOHWHO\RQ
WKHZKLPVRIERWKWKHNLQJDQGWKH&KXUFK,QDGGLWLRQWRWKLVWKHHQWLUHJRYHUQPHQWDOVWUXFWXUH
LVVHWXSLQVXFKDZD\WKDWLWVRQO\JRDOLVWKHSHUSHWXDWLRQRILWVRZQH[LVWHQFH
+RZHYHUGHVSLWHWKHVHVLJQLILFDQWGUDZEDFNVWKHUHDUHVRPHDGYDQWDJHVWRWKHIHXGDO
V\VWHP7KHVHFRPHLQWKHIRUPRIPHWKRGVRIJRYHUQLQJWKDW+DQNGRHVQRWWKLQNWRLPSOHPHQW
WKDWPD\SURYHWREHQHFHVVDU\IRUWKHSURSHUJXLGDQFHRIDQ\QDWLRQ:LWKLQWKLVFRQWH[W
WKHVHPHWKRGVGLVSOD\HGZLWKLQ.LQJ$UWKXUDUHKLVIRFXVRQKRQRUDQGKLVGLVSRVLWLRQWRZDUGV
WKRVHKHUXOHVRYHU$OORIWKHVHHOHPHQWVDGGWRWKHJHQHUDOVXFFHVVRI.LQJ$UWKXU¶VUXOHDQG
GHPRQVWUDWHHOHPHQWVWKDWDUHODFNLQJLQ+DQN¶VFRQFHSWLRQRISURSHUJRYHUQPHQW
.LQJ$UWKXU¶VIRFXVRQKRQRULVDIXQGDPHQWDOHOHPHQWRIKLVGHYHORSHGVRFLDOUXOH7KLV
LVEDVHGRQWKH$UWKXU¶VVRFLDOVWDQGLQJ+LVSRVLWLRQDVDPHPEHURIWKHJHQWU\FODVVKDVPDGH
KLPLQWRDVODYHRIKRQRU7KLVFRQFHSWLRQDIIHFWVKLVXQGHUVWDQGLQJVDQGLQWHUDFWLRQVZLWKHYHU\
RWKHUPHPEHURIVRFLHW\IURP+DQNWRWKHNQLJKWVDQGHYHQWRZDUGVWKHSHDVDQWFODVV
$UWKXU¶VFRPPLWPHQWWRKRQRUZLWKLQKLVGHDOLQJVZLWK+DQNDOORZIRU+DQNWRULVHWRWKHVRFLDO
DQGSROLWLFDOVWDQGLQJWKDWKHHQMR\VDIWHUWKHILUVWIHZFKDSWHUV,WLVWKURXJKWKLVKRQRUWKDW
$UWKXUDFFHSWV+DQNDVWKHSHUSHWXDOPLQLVWHUWRWKHJRYHUQPHQWDQGDOORZVKLPWRHQDFWDOORI
KLVPDMRUWHFKQRORJLFDODGYDQFHVRQWKHWKFHQWXU\VRFLHW\+RZHYHUWKHPRVWLQWHUHVWLQJ
GLVSOD\RI$UWKXU¶VVHQVHRIKRQRUFRPHVIURPKLVGHDOLQJVZLWKWKHORZHVWFODVVRIWKLVVRFLHW\

$UWKXUGRHVLQGHHGXQGHUVWDQGKLPVHOIDVEHLQJIXQGDPHQWDOO\GLIIHUHQWDQGVXSHULRUWRWKH
SHDVDQWVEXWWKLVGRHVQRWPHDQWKDWKHKROGVQRREOLJDWLRQWRZDUGVWKHP7KLVLVEHVW
GLVSOD\HGWKURXJK$UWKXU¶VWUHDWPHQWRIWKHIDPLO\ZLWKLQWKHVPDOOSR[KXW+RZHYHUWKLVVHQVH
RIKRQRUDOVRFRPHVZLWKDVHQVHRIYDQLW\DQGSULGHWKDWPDNHV$UWKXUYLHZKLPVHOIDV
IXQGDPHQWDOO\EHWWHUWKDQKLVRUGLQDU\FLWL]HQV7KLVHVSHFLDOO\FRPHVRXWZKHQ+DQNLV
DWWHPSWLQJWRWHDFKKLPKRZWREOHQGLQZLWKWKHSHDVDQWFODVVDWWKHEHJLQQLQJVRIWKHLU
MRXUQH\V$UWKXULVLQLWLDOO\XQDEOHWRFRPHWRWKHLGHDWKDWLQGLYLGXDOVZLOOQRWUHFRJQL]HKLP
HYHU\ZKHUHKHJRHVDQGZLOOIDLOWRVKRZKLPGXHGHIHUHQFH:KHQ+DQNDWWHPSWVWRWHDFKKLP
WKHSURSHUPHDQVRIDGGUHVVLQJWKHSHDVDQWFODVVKLVUHDFWLRQLVDOPRVWYLROHQW6RJURXQGLQLV
KLVVHQVHRIVXSHULRULW\WKDWKHLVLQFUHGXORXVWRZDUGVWKHQHFHVVLW\RIXVLQJDFRPPRQWHUP
OLNH³EURWKHU´IRUKLVIHOORZPDQH[FODLPLQJ³%URWKHUWRGLUWOLNHWKDW"´ 7KLVFDXVHVVRPH
DGGLWLRQDOWURXEOHVIRUWKHWZRWUDYHOHUVDV+DQNKDVWRLQWHUFHSWZKLSEORZVH[HUFLVHH[WUHPH
FDXWLRQDQGHYHQUHVRUWWREORZLQJWZRFKDUJLQJNQLJKWVWRVPLWKHUHHQVEHFDXVHRI.LQJ
$UWKXU¶VLQDELOLW\WRVXOO\KLVRZQKRQRUE\SURSHUO\VXEPLWWLQJWRWKHSDVVLQJNQLJKWV+DQN
UDWLRQDOL]HVWKLVSULGHDQGKRQRURI.LQJ$UWKXUE\GHVFULELQJKRZWKHHQWLUHVFRSHRI$UWKXU¶V
OLIHDOOKLVWUDLQLQJDQGH[SHULHQFHKDVOHGKLPWREHOLHYHWKDWKHWUXO\ZDVEHWWHUWKDQDOORWKHU
LQGLYLGXDOV7KLVZDVLQJUDLQHGLQ$UWKXUVRPXFKWKDWKHEHOLHYHVWKDWRWKHUSHRSOHPXVWYLHZ
WKLVDVDQLQKHUHQWTXDOLW\DQGQRWDVDE\SURGXFWRIKLVVRFLDOVWDQGLQJ+DQNODPHQWVWKLV
LQVROXEOHYLHZSRLQWRI$UWKXU¶VVD\LQJ³KHFRXOGVHHRQO\VHHRQHVLGHRILW´ $UWKXUEHFDXVHRI
KLVHGXFDWLRQDQGELUWKULJKWEDVHGVRFLDOVWDQGLQJFDQRQO\XQGHUVWDQGWKHVXUURXQGLQJZRUOG
IURPRQHSHUVSHFWLYH,QWKLVODWHULQVWDQFH+DQNODPHQWV$UWKXU¶VLQDELOLW\WRVHHWKH
IXQGDPHQWDOLQHTXDOLW\RIWKHDUELWUDU\MXVWLFHV\VWHPRIWKHIHXGDODJH7KHV\VWHPDOORZVWKH
ORUGWRLPSULVRQPHQZLWKRXWHYLGHQFHRUFKDUJHDQGSXQLVKWKHLUIDPLOLHVIRUWKHLULPSULVRQPHQW
&RQQHFWLFXW<DQNHHSJ
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DQGWKHQVWLOOFRQVLGHULWXQMXVWLIWKHVHPHQVRXJKWWRHVFDSHWKHLUERQGDJHDQGEUHDNRXW
RIWKHLUFDSWLYLW\7KLVOHDGVWRWKHIXQGDPHQWDOSUREOHPRIERWKIHXGDOUXOHDQG$UWKXU¶VUROHLQLW
7KHXOWLPDWHJRDORIWKLVW\SHRIIHXGDOUHJLPHLVRQO\WKHSHUSHWXDWLRQRIWKHUHJLPHDQGWKH
LQGLYLGXDOVZKRDUHLQSRVLWLRQVRISRZHU)URPWKLVDOORIWKHDGGLWLRQDOSUREOHPVWKDW.LQJ
$UWKXUHPERGLHVDULVH7KHIRFXVRQRQO\UHPDLQLQJLQSRZHUOHDGVWRWKHVXEMXJDWLRQRIWKH
ORZHUFODVVHVWKHLQVLVWHQFHRQWKHULJLGFODVVVWUXFWXUHDQGDOORIWKHGLIIHUHQWHOHPHQWVRIWKH
VRFLHW\WKDW+DQNZDQWVWRIXQGDPHQWDOO\FKDQJH.LQJ$UWKXUWKHQFDQEHVHHQDVEHLQJVWXFN
EHWZHHQWKHVHWZRZRUOGV$NLQJUDLVHGZLWKVXFKDIRFXVRQKRQRUVRWKDWKHERWKFDUHVIRU
DQGUHVHQWVKLVVXEMHFWVVHHPVWREHWKHQDWXUDOFRQFOXVLRQRIVXFKDQXQGHUVWDQGLQJ7KLV
FULWLTXHLQYROYHVWKHEOLQGDFFHSWDQFHRILQKHULWHGQRUPVDVEHLQJRQHRIWKHIXQGDPHQWDO
SUREOHPVZLWKQRWRQO\WKLVEXWRIDQ\VRFLHW\$UWKXUPD\GRVRPHJRRGDFWLRQVEXWLWLVRQO\
EHFDXVHKLVELUWKULJKWIRUFHVKLPWRKROGFHUWDLQEHOLHIVDQGDFWDFHUWDLQZD\,IWKDWXQMXVW
FRQFHSWLRQRIELUWKULJKWZHUHWRFROODSVHWKHUHZRXOGEHQRPRWLYDWLRQIRUKLVDFWLRQV7ZDLQ
KHUHLVDGYRFDWLQJIRUWKHGHYHORSPHQWRILQGHSHQGHQWUDWLRQDOGHFLVLRQPDNLQJZLWKLQVRFLHW\
:HFDQKHUHVHH7ZDLQ¶VPDLQFULWLTXHRIVXFKLQVWLWXWLRQV7ZDLQKLPVHOILVQRWVWULYLQJ
IRUSUHFLVHKLVWRULFDODFFXUDF\ZLWKWKHSRUWUD\DORIWKHWKFHQWXU\HYHQEHIRUHWKHPRUH
IDQWDVWLFDOHOHPHQWVRIWLPHWUDYHODQG+DQN¶VWHFKQRORJLFDODFKLHYHPHQWVWKLVLVHYLGHQFHGE\
WKHGHSLFWLRQVRIVODYHU\WKDWDUHUHPLQLVFHQWPRUHRIWKH$PHULFDQ6RXWKWKDQDQ\WKLQJWKDW
ZRXOGKDYHH[LVWHGLQ(QJODQGDWWKHWLPH7KLVVHUYHVWRVKRZKRZPXFK7ZDLQZDVDLPLQJWR
PDNHDODUJHUSRLQWZLWKWKLVSUHVHQWDWLRQ:LWKUHJDUGVWR.LQJ$UWKXUWKLVSRLQWLVDFULWLTXHRI
WKHKLHUDUFKLFDOVWUXFWXUHDQGLWVDIIHFWXSRQWKHSRSXODWLRQDWODUJH%\FRQWUDVWLQJWKH
VHOILQYROYHG\HWKRQRUDEOHPHQWDOLW\RI$UWKXUZLWK+DQN¶VZHOOLQWHQWLRQHGSROLWLFDOLQHSWLWXGH
7ZDLQLVKLQWLQJDWWKHLGHDWKDWDQLGHDOIRUPRIJRYHUQPHQWPD\EHSRVVLEOHEXWPXVWDOVRWDNH
LQWRDFFRXQWWKHXQGHUO\LQJFRQGLWLRQDQGPHQWDOLW\RIWKHSRSXODWLRQXSRQZKLFKWKLVJRYHUQPHQW

LVWREHLPSOHPHQWHG7KLVOHVVRQLVHYHQPRUHLPSRUWDQWIRUGHPRFUDWLFJRYHUQPHQWVEHFDXVH
ZKHUHHYHU\RQHKDVDVD\LQWKHGHYHORSPHQWRIVRFLHW\SURSHUVRFLDOLQVWLWXWLRQVDUHPRUH
LPSRUWDQWWKDQHYHU7KHYRWLQJSRSXODWLRQPXVWEHPDGHFDSDEOHRIPDNLQJLQWHOOLJHQWGHFLVLRQV
WKDWJXLGHWKHQDWLRQLQDSURSHUGLUHFWLRQ
3XWWLQJWKH7ZR7RJHWKHU
)URPWKLVLGHDKHUHZHFDQVHHWKDWERWK+DQNDQG$UWKXU¶VDSSURDFKWRJRYHUQLQJGR
QRWSURYLGHIRUWKLVLGHDOEXWSHUKDSVE\FRPELQLQJWKHEHVWDVSHFWVRIERWKLGHDVWKHLGHDO
JRYHUQPHQWIRUWKHWKFHQWXU\VRFLHW\JLYHQ+DQN¶VLQYROYHPHQWFDQEHGLVFRYHUHG,Q
DGGLWLRQZKLOHXQGHUWDNLQJWKLVH[HUFLVHZHPD\EHDEOHWRVHHKRZWKLVLQWHUDFWLRQEHWZHHQ
ERWK+DQNDQG$UWKXUDUHUHSUHVHQWDWLYHIRUWKHUROHRIWHFKQRORJ\LQVRFLHW\LQDPRUHJHQHUDO
VHQVH
7KURXJKFRPELQLQJERWK+DQNDQG$UWKXU¶VXQGHUVWDQGLQJRIJRYHUQPHQWZHFDQFRPH
WRZKDWPD\EHWKHEHVWSRVVLEOHVFHQDULRIRUWKHWKFHQWXU\IHXGDOVRFLHW\,I+DQNZHUHDOVR
DEOHWRXQGHUVWDQGWKHSUHYDLOLQJVRFLDOFRQGLWLRQVRIWKHWKFHQWXU\QRWDVRIIHQVLYHEORFNVWR
IUHHGRPEXWDVQHFHVVDU\SUHFRQGLWLRQVWKDWQHHGWREHGHDOWZLWKLQDVXEWOHPDQQHUKHZRXOG
QRWKDYHKDGWRUHVRUWWRWKHVXEYHUVLYHPHWKRGVFUHDWLQJVHFUHWDUPLHVDQGWHFKQRORJLHVDQG
WKHUHIRUHFRXOGEHPRUHVXFFHVVIXOZLWKKLVDWWHPSWVDWPRGHUQL]DWLRQ)URPWKLVXQGHUVWDQGLQJ
ZHFDQVHHKRZ7ZDLQLVXVLQJWKHLQHSWLWXGHRIERWK+DQNDQG$UWKXUWRPDNHDODUJHUSRLQW
DERXWWKHDVVLPLODWLRQRIFXOWXUHDQGIRUFHGFRORQL]DWLRQ+HVHHPVWREHUHWXUQLQJWRWKHLGHDV
SUHVHQWHGLQ5RXJKLQJ,WZKHQKHFRPPHQWVXSRQWKH$PHULFDQFRORQL]DWLRQRIWKH6DQGZLFK
,VOHV7KHQDWLYHVRFLHW\RQWKHLVODQGKDGVRPHPHULWLWSURPRWHGDZRUNLQJVRFLHW\DQGRQH
WKDWKDGDODUJHDPRXQWRIXQLTXHDQGLQWHUHVWLQJQDWLYHFXOWXUH+RZHYHULQPDQ\ZD\VLWZDV

TXLWHEDUEDULFDKLVWRU\RIFDQQLEDOLVPWLQJHGWKHFXOWXUHRIWKHQDWLYHVDQGWKHWULEHVZHUHUXOHG
E\DQRIWHQRSSUHVVLYHNLQJ+RZHYHUZKHQWKH$PHULFDQPLVVLRQDULHVDUULYHGDWWKHLVODQG
WKH\EHJDQLPSRVLQJ$PHULFDQFXOWXUHDQGHVSHFLDOO\UHOLJLRQRQWRWKHLVODQGHUV7KLVGHVWUR\HG
DOOHOHPHQWVRIWKHLUFXOWXUHERWKWKHJRRGDQGEDG7KHPLVVLRQDULHV¶VLQJXODUJRDOZDVWR
SURPRWH$PHULFDQUHOLJLRQDQGFXOWXUHDQGEULQJWKHLVODQGHUVWRZDUGVWKHFRQFHLYHGLGHDORI
VRFLHW\7KLVLVWKHVDPHHOHPHQWWKDWLVJRLQJRQZLWKLQ&RQQHFWLFXW<DQNHHEXWZLWKDODUJHU
IRFXVRQWHFKQRORJ\,QVWHDGRIUHOLJLRQ+DQNLVDWWHPSWLQJWRLPSDUWZKROHVDOHWHFKQRORJ\RQ
WKLV³EDUEDULF´FXOWXUHEXWZLWKRXWVHHNLQJWRXQGHUVWDQGLIWKHUHLVVRPHHOHPHQWRIWKLVFXOWXUH
WKDWPD\EHZRUWKVDYLQJ,QVWHDGKHLPPHGLDWHO\JRHVWRZDUZLWKWKH&KXUFKDQGVHHNVWR
GLVUXSWWKHVRFLDORUGHUZLWKRXWSURYLGLQJDQ\UHDOWDQJLEOHEHQHILWVH[FHSWRYHUWGLVSOD\VRI
PDJLF$OORIKLVWHFKQRORJLFDOLQQRYDWLRQVDUHLQLWLDOO\NHSWVHFUHWDQGWKURXJKRXWWKHERRN+DQN
HVWDEOLVKHVPLOGWHFKQRORJLFDOLQQRYDWLRQVVXFKDVEDVHEDOODQGDQHZVSDSHUEXWGRHVQRWKLQJ
WKDWUDGLFDOO\FKDQJHVWKHIXQGDPHQWDOVRFLHW\7KH$UWKXULDQVRFLHW\ZKHQ+DQNDUULYHVLVD
KHUHGLWDU\PRQDUFK\UXQZLWKWKHUHOLJLRXVDXWKRULW\RIWKHFKXUFKDVLWVEDFNLQJDQGDWWKHHQG
RIWKHQRYHODOO+DQNKDVDFKLHYHGLVDQJHULQJWKH&KXUFKWRWKHSRLQWZKHUHLWUHPRYHVDOO
VXSSRUWIURPKLVDXWKRULW\DQGVHWVWKHHQWLUHVRFLHW\DIWHUKLP,I+DQNKDGLQVWHDGUHFRJQL]HG
WKHQHFHVVLW\RIVXFKDVWURQJVRFLDOIRUFHZLWKLQWKDWVRFLHW\DQGLQWURGXFHGHOHPHQWVRI
WHFKQRORJ\WKDWDFWLYHO\LPSURYHGSHRSOH¶VOLYHVKHFRXOGKDYHKDGPRUHVXFFHVVLQZLQQLQJ
VRFLDOVXSSRUWIRUKLVPLVVLRQDQGDYRLGHGWKHGLVDVWURXVRXWFRPHRIWKHILQDOFKDSWHUV
+RZHYHURQHPXVWEHFDUHIXOLQWDNLQJWKLVWRRIDU,WVHHPVOLNHWKH$PHULFDQ6RXWKZDVD
PRGHOIRUWKLVW\SHRIFRPELQHGJRYHUQPHQWDQGWKH\ZHUHE\QRPHDQVDSHUIHFWVRFLHW\7KH
6RXWKZDVDEOHWRFRPELQHSDUWRIWKHWHFKQRORJLFDOLQQRYDWLRQVWKDWZHUHFKDUDFWHULVWLFRIWKH
1RUWKZLWKURPDQWLFL]HGDQGLQKHULWHGVRFLDOQRUPVRIERWK(QJODQGDQGWLPHVSDVW'HVSLWHWKLV
XQGHUVWDQGLQJKRZHYHUWKH\VWLOOFUHDWHGDQLQHJDOLWDULDQVRFLHW\EDVHGRQLQJUDLQHGFRQFHSWV
RIKLHUDUFK\DQGVRFLDOQRUPV7KLVPD\PHDQWKDWWKHVHWZRW\SHVRIVRFLHWLHVDUHSHUSHWXDOO\

LQFRQIOLFWDQGRQHPXVWVLPSO\DFFHSWWKHIXQGDPHQWDOOLPLWDWLRQVRIHDFK
:LWK&RQQHFWLFXW<DQNHHDQGVRPHRIKLVRWKHUZRUNVLQFOXGLQJVHFWLRQVRI5RXJKLQJ
,W7ZDLQLVDGYRFDWLQJDW\SHRIPRGLILHGUHODWLYLVP,WVHHPVFOHDUWKDW7ZDLQGRHVQRWYLHZDQ\
RQHSDUWLFXODUVRFLHW\DVEHLQJWKHLGHDOVRFLHW\DQGWKDWHDFKQDWLRQRUFXOWXUHKDVERWKLWV
DGYDQWDJHVDQGGLVDGYDQWDJHV7KHNH\DVSHFWVRIWKLVPXOWLWXGHRIVRFLHWLHVDUHWKHVRFLDO
QRUPVDQGWKHH[SHULHQFHDQGWUDLQLQJRILQGLYLGXDOVZLWKLQWKHVHVRFLHWLHV$VKHGHPRQVWUDWHG
LQ:KDWLV0DQ"7ZDLQEHOLHYHVWKDWDOOPHQDUHIXQGDPHQWDOO\GLFWDWHGE\WKHLUSDVW
H[SHULHQFHVDQGWUDLQLQJ7KHUHIRUHFRPLQJLQWRDIRUHLJQVRFLHW\DQGIRUFLEO\DWWHPSWLQJWR
LPSOHPHQWQRWRQO\\RXUPRUDOVEXW\RXUWHFKQRORJ\RUUHOLJLRQRQWKHH[LVWLQJVRFLHW\ZLOORQO\
LQVWLJDWHRUSURYRNHWKHFXUUHQWSRSXODWLRQDJDLQVW\RXDQGXOWLPDWHO\\RXZLOOHLWKHUKDYHWRSXW
WKHPGRZQE\IRUFHRUEHGULYHQRXW,QWKHFDVHRI+DQN0RUJDQKHZDVXOWLPDWHO\GULYHQ
RXW,QWKHFDVHRIWKH6DQGZLFK,VOHVWKHQDWLYHVZHUHDVVLPLODWHGE\IRUFH2YHUDOOWKHUHDUH
IXQGDPHQWDOOLPLWDWLRQVRQHDFKW\SHRIVRFLHW\DQGDWWHPSWVDWIRUFLEO\FRPELQLQJWKHPZLOO
UHVXOWLQFRQIOLFW7KLVLVHYLGHQFHGE\WKHFRQFOXVLRQRI&RQQHFWLFXW<DQNHHDQGE\WKH
$PHULFDQ&LYLO:DU7KHVRFLDORU$UWKXULDQVRFLHW\KDVWKHDGYDQWDJHRIDULFKFRPPXQDOOLIH
DQGDGYDQFHGVRFLDOLQWHUDFWLRQVZKLOHWKHWHFKQRORJLFDOKDVWKHDGYDQFHGFRQYHQLHQFHVWRWKH
GHWULPHQWRIWKHVHVRFLDOWLHV+RZHYHULWLVZRUWKQRWLQJWKDWWKLVGRHVQRWPHDQWKDWWHFKQRORJ\
LVOLPLWOHVV7KHUHDUHVWLOOIXQGDPHQWDOUHVWULFWLRQVRQLWVXVHDQGXQGHUVWDQGLQJDQGWKHVHOLPLWV
KHOSXVGHILQHWKHW\SHRIVRFLHW\ZHDUHFXUUHQWO\OLYLQJLQ
/LPLWDWLRQVRI7HFKQRORJ\
,IZHDUHQRZVWXFNLQWKLVWHFKQRORJLFDOO\XQGHUVWRRGVRFLHW\DQGDWWHPSWVWRIRUFLEO\
FKDQJHLWLQWRDQ\RWKHUW\SHRIVRFLHW\HQGZLWKRQO\GHVWUXFWLRQZHPXVWQRZDWWHPSWWR

XQGHUVWDQGWKLVVRFLHW\DQGXQGHUVWDQGWKHIXQGDPHQWDOOLPLWDWLRQVLPSRVHGE\WKHWHFKQRORJLFDO
VRFLHW\
)RU7ZDLQWKHJHQHUDOFRQFHSWRIWHFKQRORJ\LVDGRXEOHHGJHGVZRUG,WVHUYHVDXVHIXO
SXUSRVHZLWKLQVRFLHW\E\SURYLGLQJFRPIRUWDQGFRQYHQLHQFHIRULQGLYLGXDOVEXWLWDOVRKDVLWV
VWULFWOLPLWDWLRQV,QRUGHUWRH[SODLQWKLVFRQFHSW,ZLOOKHUHDLPWRH[SORUHWZRDVSHFWVRI7ZDLQ¶V
WUHDWPHQWRIWHFKQRORJ\DFURVVVHYHUDOLPSRUWDQWZRUNV,ZLOOILUVWH[SORUHWKHOLPLWDWLRQVRI
WHFKQRORJ\DVGHVFULEHGWKURXJKWKHSORWRI&RQQHFWLFXW<DQNHHZLWKWKHJRDORIILQGLQJERWK
ZKDWWKHIXQGDPHQWDOOLPLWDWLRQVRIWHFKQRORJ\DUHDQGKRZ+DQN0RUJDQH[SHULHQFHVWKHVH
OLPLWDWLRQVDQGWKHLUHIIHFWRQWKHHYHQWVRIWKHQRYHO,WKHQWXUQWRPDQ¶VUHODWLRQVKLSWR
WHFKQRORJ\H[SORULQJKRZ7ZDLQFODLPVWKDWLQVRPHZD\VPDQKLPVHOILVDSLHFHRIWHFKQRORJ\
RUHYHQDVSHFLILFPDFKLQH7RGRWKLVRQHPXVWDSSHDODJDLQWR&RQQHFWLFXW<DQNHHEXWDOVRWR
:KDW,V0DQ"ZKHUHKHPDNHVKLVFOHDUHVWDUJXPHQWUHJDUGLQJWKHUHODWLRQVKLSEHWZHHQWKH
LQGLYLGXDODQGWHFKQRORJ\
7KH/LPLWVRI7HFKQRORJ\
:LWKLQ&RQQHFWLFXW<DQNHH7ZDLQPDNHVWKHDUJXPHQWWKDWWHFKQRORJ\ZKLOHXVHIXOLV
QRWWKHXOWLPDWHHQGDQGWKHUHDUHOLPLWVWRWKHXVHRIWHFKQRORJ\7KHVHOLPLWDWLRQVRIWHFKQRORJ\
DUHQRWVLPSO\SUDFWLFDOOLPLWDWLRQVEXWDFDWHJRULFDOGLIIHUHQFHEHWZHHQWHFKQRORJ\DQGKXPDQ
XQGHUVWDQGLQJWKDWSUHYHQWVFHUWDLQSUREOHPVIURPEHLQJVROYHGIXOO\WKURXJKWKHVLPSOH
LPSOHPHQWDWLRQRIWHFKQRORJ\7KLVLVHYLGHQFHGWKURXJKWKHSUREOHPVWKDWDULVHDVDUHVXOWRI
+DQN0RUJDQ¶VXVHRIWHFKQRORJ\LQ&RQQHFWLFXW<DQNHH%\WHFKQRORJ\KHUH,PHDQDVSHFLILF
SK\VLFDOVFLHQWLILFFUHDWLRQRIPDQWKDWLVLQWHQGHGWRSURYLGHVRPHVHUYLFHRUVROYHDSDUWLFXODU
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SUREOHP 7KLVGHILQLWLRQH[SDQGVIURPWKHLGHDRIWKHWHOHJUDSKRUDJXQWRPRUHRYHUDUFKLQJ
HOHPHQWVWKHFUHDWLRQRIDQGGLVVHPLQDWLRQRIDQHZVSDSHULQWKFHQWXU\(QJODQGLVDOVR
FRQVLGHUHGZLWKLQWKLVGHILQLWLRQRIWHFKQRORJ\7KLVDOVRLQFOXGHVWKHHFRQRPLFUHIRUPVWKDW
+DQNSXWVLQWRPRWLRQE\FUHDWLQJIDFWRULHVZKLFKDWWHPSWWRXQGHUPLQHWKHIHXGDOV\VWHPE\
SURYLGLQJDOWHUQDWLYHPHDQVRIVXUYLYDOIRUWKHSHDVDQWFODVVEH\RQGVXEVLVWHQFHIDUPLQJ7KLV
LVEHFDXVHWKH\DUHEDVHGLQDVFLHQWLILFXQGHUVWDQGLQJRIDQDWLRQDQGEDVHGRQDSK\VLFDO
RUGHULQJRIFHUWDLQHOHPHQWVRIVRFLHW\+RZHYHUWKHPDLQOLPLWDWLRQVRIWHFKQRORJ\DQG
VSHFLILFDOO\WKHWHFKQRORJ\WKDW+DQNLQWURGXFHVWRWKH$UWKXULDQVRFLHW\DUHLWVODFNRIPRUDO
JXLGDQFH+DQNEHOLHYHVWKDWDOOSUREOHPVFDQEHVROYHGWKURXJKWKHSURSHUDSSOLFDWLRQRI
WHFKQRORJ\DQGLWLVWKLVODFNRIVXEWO\WKDWEHFRPHVKLVGRZQIDOO+HFDQQRWXQGHUVWDQGWKDW
WKHUHPD\EHGLIIHUHQWRUEHWWHUVROXWLRQVWRSUREOHPVRUHYHQWKDWWHFKQRORJ\PD\RFFDVLRQDOO\
FDXVHPRUHSUREOHPVWKDQLWVROYHV$OORIWKLVFRPHVWRDKHDGLQWKHILQDOFKDSWHUVRI
&RQQHFWLFXW<DQNHHLQWKHILQDOEDWWOH+HUHZHVHHWKHXOWLPDWHIDLOLQJVRIWHFKQRORJ\,WFDQ
FDXVHXQWROGGHVWUXFWLRQDV+DQNDQGKLV³ER\V´DUHDEOHWRPRZGRZQFORVHWR
DUPRUHGNQLJKWVXVLQJ*DWOLQJ*XQVHOHFWULILHGIHQFHVDQGH[SORVLYHVEXWWKH\FDQQRWHVFDSH
WKHIDWHWKH\¶YHFDXVHGIRUWKHPVHOYHVWUDSSHGLQDFDYHOHIWWRGLHVXUURXQGHGE\PRXQWDLQVRI
URWWLQJFRUSVHV +RZHYHUWKHSURSHUTXHVWLRQWKDWQHHGVWREHDVNHGLVZK\WKLVGHVWUXFWLRQ
KDSSHQHGLQWKHILUVWSODFH7KLVLVUHYHDOLQJRIWKHJUHDWIDLOLQJRIWHFKQRORJ\WKDW+DQNLVEOLQG
WR7KLVLVWKHLQKHUHQWODFNRIPRUDOLW\ZLWKLQWHFKQRORJLFDODGYDQFHPHQWDVZHOODVLWV
GHVWUXFWLYHWHQGHQFLHVRQWKHFRPPXQDOUHODWLRQVEHWZHHQSHRSOHLQVRFLHWLHV7HFKQRORJ\E\
7KDWLVSK\VLFDODVRSSRVHGWRDPHWDSK\VLFDOFUHDWLRQRUFRQFHSWXDOFUHDWLRQHOVHSKLORVRSK\FRXOGEH
VHHQDVDWHFKQRORJLFDOLQQRYDWLRQDQGVFLHQWLILFDVRSSRVHGWRLUUDWLRQDORUHYHQUHOLJLRXVRUVRFLDODVD
QHZPDQQHURIJRYHUQPHQWVXFKDVWKH$PHULFDQV\VWHPDWWKHWLPHRIWKHIRXQGLQJRUDQ\UHOLJLRXV
LQQRYDWLRQRUUHIRUPFRXOGEHPLVODEHOHGDVWHFKQRORJLFDO
,QWHUHVWLQJO\WKLVHOHPHQWRI7ZDLQ¶VZULWLQJVZRXOGSURYHWREHQHDUO\FODLUYR\DQWLQ0DUFKWK
RYHU0RURWULEHVPHQZHUHNLOOHGE\WKHLPPHQVHWHFKQRORJLFDODGYDQWDJHRIWKH$PHULFDQ$UP\¶V
PRXQWHGJXQVDJDLQVWWKHWULEHVPHQ
VVZRUGVDQGVSHDUVLQZKDWZRXOGEHFDOOHGHLWKHUWKH)LUVW%DWWOHRI
%XG'DMRRUDV7ZDLQKLPVHOIGHVFULEHGLW³7KH0RUR0DVVDFUH´7ZDLQZURWHDVFDWKLQJSLHFHFULWLFL]LQJ
WKH$UP\¶VDFWLRQVLQDVKRUWSLHFHHQWLWOHG³&RPPHQWVRQ7KH0RUR0DVVDFUH´

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GHILQLWLRQLVDPDFKLQDWLRQFUHDWHGE\PDQDQGDVVXFKLWLVXSWRHLWKHUWKHFUHDWRURURWKHUV
PHPEHUVLQVRFLHW\WRXQGHUVWDQGWKHSRVVLEOHFRQVHTXHQFHVRILWVXVHDQGZKHQQHFHVVDU\
SODFHSURSHUOLPLWVRQLWVLPSOHPHQWDWLRQ+DQNLQEHLQJVRFRPPLWWHGWRWKHLGHDWKDW
WHFKQRORJLFDOSURJUHVVLVDOZD\VJRRGIDLOVWRXQGHUVWDQGWKHSRVVLEOHPRUDORUVRFLDO
FRQVHTXHQFHVRIKLVUDSLGLQWURGXFWLRQRIWHFKQRORJ\LQWRWKLVVRFLHW\DQGDVVXFKKHUHDSVWKH
GHVWUXFWLYHFRQVHTXHQFHVRIVXFKDQXQGHUVWDQGLQJ
7KHYDULRXVLPSOHPHQWDWLRQVRI+DQN¶VWHFKQRORJ\LQWKHWKFHQWXU\$UWKXULDQ
VRFLHW\LQWRZKLFKKHLVWKUXVWOHDGGLUHFWO\WRWKHVHHGVRIWKLVVRFLHWDOGLVFRQWHQW2QHRIWKH
ILUVWH[DPSOHVRIWKLVFRPHVZKHQ+DQNJRHVWKH9DOOH\RI+ROLQHVVWRRQHXS0HUOLQ\HWDJDLQ
+DQNVHHVDKHUPLWZKRVHFODLPWRIDPHLVVWDQGLQJRQWKHWRSRIDQHOHYDWHGVWUXFWXUHDQG
ERZLQJFRQVWDQWO\+HYLHZVWKLVUHOLJLRXVDFWRISLHW\DVDSRWHQWLDOIRUWHFKQRORJLFDO
LPSURYHPHQW$VDODERUVDYLQJPHDVXUH+DQNKRRNVXSWKLVKHUPLWWRDPHFKDQL]HGORRPVR
WRXVHWKHPRWLRQRIKLVERZLQJWRUXQDVHZLQJPDFKLQHDQGWXUQRXWOLQHQVKLUWV7KLVLVWKH
SHUIHFWH[DPSOHRIWKHOLPLWDWLRQVRIWHFKQRORJ\+DQNLVDEOHWRWXUQZKDWKHYLHZVDVZDVWHG
HQHUJ\LQWRDXVHIXOSURGXFWDQGHVSHFLDOO\RQHWKDWKDVWKHSRWHQWLDOWREHHFRQRPLFDOO\
IHDVLEOH+RZHYHULQRUGHUWRFUHDWHWKLVKXPDQSRZHUHGVHZLQJPDFKLQH+DQNPXVWVDFULILFH
WKHQRQWHFKQRORJLFDOSXUSRVHIRUKLVDFWLRQV,IZHDVVXPHWKDWWKHKHUPLW¶VDFWLRQVKDYHVRPH
PDQQHURIVRFLHWDOJRRGZKLFKWKH\VHHPWRKDYHDVWKHSLOJULPVWKDWFRPHWRVHHWKH9DOOH\RI
+ROLQHVVJHWUHOLJLRXVLQVSLUDWLRQIURPKLVDFWLRQVZHFDQVHHKRZ+DQNWDNHVWKLVVRFLHWDO
JRRGDQGWXUQVLWLQWRDWHFKQRORJLFDOJRRG+HLVHVVHQWLDOO\WDNLQJRQHLQGLYLGXDO¶VUHOLJLRXV
H[SUHVVLRQDQGH[SORLWLQJLWIRUSURILW7KLVLVWKHIXQGDPHQWDOOLPLWDWLRQRIWHFKQRORJ\,WGRHVQ¶W
QHFHVVDULO\FKDQJHSHRSOH¶VFXOWXUHVRULGHDOVEXWLWGRHVQRWWDNHWKHPLQWRFRQVLGHUDWLRQ,I
WKH\DUHXVHIXOWKH\ZLOOEHXWLOL]HGUHJDUGOHVVRIKRZLWFKDQJHVWKHFXOWXUHRUSHUYHUWVLWV
SUHYLRXVLQWHQWLRQV,WLVIXQGDPHQWDOO\DQGFDWHJRULFDOO\GLIIHUHQWIURPKXPDQLQWHUDFWLRQDQGLV

WKHUHIRUHXQDEOHWRFRQIRUPWRDQ\VRFLDORUPRUDOQRUPV7HFKQRORJ\WDNHQLQLWVHOIFDQQRW
XQGHUVWDQGDQ\RIWKHUHSHUFXVVLRQVRILWVXVH7KLVDVSHFWWKHXQGHUVWDQGLQJRI
FRQVHTXHQFHVPXVWIDOOWRWKHLQGLYLGXDOVZKRSXWWKHPVHOYHVLQDSRVLWLRQWREHUHVSRQVLEOHIRU
WKHWHFKQRORJ\,QWKLVFDVHWKLVUHVSRQVLEOHLQGLYLGXDOLV+DQNEXWKLVODFNRIFRQVLGHUDWLRQRI
WKHFRQVHTXHQFHVOHDGWRPDMRUVRFLHWDOSUREOHPV7KHERZLQJKHUPLWVWLOOIHHOVWKDWKLVDFWLRQV
DUHIRUDUHOLJLRXVHQGEXW+DQNLVH[SORLWLQJWKDWHQG+HDVWKHH[WUHPHLQWHUSUHWDWLRQRID
WHFKQRFUDWRQO\XQGHUVWDQGVWKHJRRGRIWKHWHFKQRORJ\)RUKLPWKHUHOLJLRXVLPSOLFDWLRQVGR
QRWPDWWHU+HRQO\YLHZVWKHERZLQJDVDZDVWHGHQHUJ\VRXUFH+RZHYHUWKHIDFWWKDWWKH
KHUPLWGLGQRWFRQVHQWWRKDYLQJKLVHQHUJ\H[SORLWHGLQVXFKDZD\SRLQWVDWWKHODUJHULVVXH
7KURXJKRXW&RQQHFWLFXW<DQNHH+DQNDVVXPHVWKDWVLPSO\LPSOHPHQWLQJWHFKQRORJ\FUHDWLQJ
WKHWHOHJUDSKHVWDEOLVKLQJDQHZ:HVW3RLQWRUDQ\QXPEHURIRWKHUWHFKQRORJLFDO
DGYDQFHPHQWVWKDWKHFUHDWHVZLOODGYDQFHWKH(QJOLVKVRFLHW\+HPDNHVQRDWWHPSWWR
FKDQJHVRFLHW\E\DQ\PHDQVRWKHUWKDQWHFKQRORJLFDORQHV+HPDNHVEDVLFDWWHPSWVWR
UHHGXFDWHWKHSRSXODWLRQEXWLWLVDOZD\VWKURXJKHLWKHUWULFNHU\RUWKHIRUFHGLPSOHPHQWDWLRQRI
WHFKQRORJ\+HDWWHPSWVWRSDFLI\WKHQRELOLW\E\WXUQLQJWKHNQLJKWVLQWRZDONLQJELOOERDUGVDQG
WUDYHOLQJVDOHVPHQ+HDVVXPHVWKDWKLVFRQFHSWLRQRIWKHHPEDUUDVVPHQWRIZHDULQJD
ELOOERDUGZLOOPDNHWKHNQLJKWVDZDUHRIWKHLURZQULGLFXORXVQHVVDQGWXUQWKHPLQWROHVVRID
WKUHDW:KDW+DQNIDLOVWRUHDOL]HLVWKDWWKHNQLJKWVGRQRWKDYHWKHVDPHVHQVLELOLWLHVWKDWKH
GRHVDQGVLPSO\LQMHFWLQJPRGHUQWHFKQRORJ\LQWRWKHVLWXDWLRQGRHVQRWFKDQJHWKHLUFXOWXUH$V
VRRQDV+DQNOHDYHVWKH\UHWXUQWRWKHLUROGZD\VZLWKRQO\WKHVOLJKWHVWRISURYRFDWLRQ7KLV
DOVRULQJVWUXHIRUWKHLQWURGXFWLRQRIWKHQHZVSDSHU+DQNJRHVWRJUHDWOHQJWKWRHVWDEOLVKWKH
QHZVSDSHUDVWKHJUHDWPHGLXPRIWKHPDVVHVKRSLQJWKDWUHSRUWLQJDQGRSLQLRQSLHFHVZLOO
LQIOXHQFHLQGLYLGXDOVDQGHYHQWHDFKOLWHUDF\RQDJUHDWHUVFDOH+RZHYHUWKLVLVWKHRQO\PRYH
KHPDNHVWRHGXFDWHLQGLYLGXDOVDQGKHPDNHVQRIXUWKHUPRYHWRDFWXDOO\WHDFKOLWHUDF\+HLV
SULQWLQJDQHZVSDSHUIRUWKHPDVVHVZKRDUHXQDEOHWRUHDGLW+DQNGRHVQRWHQJDJHZLWKWKH

VRFLHWDOLPSDFWRIKLVDGYDQFHPHQWVQRUGRHVKHDGGUHVVDQ\RIWKHLPSOLFDWLRQVRIKLVDFWLRQV
7KHXOWLPDWHOLPLWDWLRQRIWHFKQRORJ\LVWKHODFNRILQWHUSUHWDWLRQRUXQGHUVWDQGLQJWKDWLW
JUDQWV$SDUWLFXODUSLHFHRIWHFKQRORJ\XOWLPDWHO\VHUYHVRQO\WKHSXUSRVHIRUZKLFKLWLVEXLOW,W
UHTXLUHVRWKHUVWRDGYDQFHWKHLGHDWKDWWKHSXUSRVHIRUZKLFKWKHSLHFHRIWHFKQRORJ\ZDVEXLOW
LVLQGHHGDXVHIXOSXUSRVHIRUWKHDXGLHQFH+DQNQHHGHGWRQRWVLPSO\FUHDWHWKHQHZVSDSHURU
WKHWHOHJUDSKEXWFUHDWHWKHVRFLDORUJRYHUQPHQWDOVLWXDWLRQLQZKLFKWKHVHWHFKQRORJLFDO
LQQRYDWLRQVZRXOGKDYHWKHGHVLUHGHIIHFWDQGEHDFFHSWHGE\WKHSRSXODWLRQ+HHUURQHRXVO\
EHOLHYHGWKDWVLPSO\FUHDWLQJWKHVHWKLQJVDQGLQWURGXFLQJWKHPLQWRWKHVRFLHW\ZRXOGEHHQRXJK
WREULQJDERXWWKHVRFLDOFKDQJHWKDWKHGHVLUHG,QVWHDGWKLVVWUDWHJ\EDFNILUHGDQG+DQN¶V
GRZQIDOOZDVEURXJKWDERXWE\WKHEDFNODVKRIWKH&KXUFKZKRYLHZHGKLVWHFKQRORJLFDO
LQQRYDWLRQVDWEODVSKHPRXV+DQNPDNHVWKHPLVWDNHRIIDLOLQJWRUHFRJQL]HWKHQHHGIRUD
PRUDODQGJRYHUQPHQWDOIRXQGDWLRQIRUWHFKQRORJLFDOSURJUHVV
7KH0DQ)DFWRULHVDQGWKH&RQFHSWRI0DQDVD0DFKLQH
$IXUWKHUH[DPSOHRIERWK+DQN0RUJDQDQG0DUN7ZDLQ¶VXQGHUVWDQGLQJRIERWK
WHFKQRORJ\DQGHGXFDWLRQLVWKHPHDQVE\ZKLFKPHQDUHSRUWUD\HGDVEHLQJDQHOHPHQWRI
WHFKQRORJ\WKHPVHOYHV7KLVFRPSDULVRQFRPHVLQ&RQQHFWLFXW<DQNHHEXWLWDOVRRFFXUV
LQ:KDW,V0DQ",Q&RQQHFWLFXW<DQNHH+DQNDSSURDFKHVWKHHGXFDWLRQRIWKHLQGLYLGXDOV
ZLWKLQWKHVRFLHW\LQWKHVDPHZD\WKDWKHZRXOGDSSURDFKFUHDWLQJDQHZWHFKQRORJLFDO
GHYHORSPHQW+HFUHDWHV³PDQIDFWRULHV´ZKHUHKHVHQGVSDUWLFXODUO\SURPLVLQJLQGLYLGXDOVWR
OHDUQWKHPRGHUQVRFLHWDODQGWHFKQRORJLFDOLGHDOVWKDW+DQNPHDQVWRLPSOHPHQWRQDODUJH
VFDOHZLWKLQWKHWKFHQWXU\,Q:KDW,V0DQ"KHPDNHVWKHDUJXPHQWWKDWPDQLVHVVHQWLDOO\D
PDFKLQHZKRLVJRYHUQHGE\KLVRZQSDVWH[SHULHQFHVDQGWUDLQLQJ)URPWKHVHWZRDVSHFWVZH

FDQFRPHWRDIXOOXQGHUVWDQGLQJRIWKHQDWXUHRIPDQDQGKRZ+DQN¶VXQGHUVWDQGLQJRIKXPDQ
QDWXUHPD\FDXVHKLPWRPLVXQGHUVWDQGWKHOLPLWDWLRQVRIWHFKQRORJ\WKDWKDYHEHHQH[SORUHG
DERYH
,Q&RQQHFWLFXW<DQNHHRQHRI+DQN¶VILUVWPRYHVDVWKHQHZIRXQG³%RVV´LVWRVHWXS
KLV³PDQIDFWRU\´ZKHUHKHDLPVWRWUDLQ³DFURZGRILJQRUDQWIRROVLQWRH[SHUWVH[SHUWVLQHYHU\
VRUWRIKDQGLZRUNDQGVFLHQWLILFFDOOLQJ´ +HGHVFULEHVVHWWLQJXS³$WHDFKHUIDFWRU\´DQG
YDULRXVRWKHUVFKRROVDQGHYHQPLOLWDU\DFDGHPLHVDFURVVWKHQDWLRQ7KHVHIDFWRULHVDQG
VFKRROVZHUHVHWXSZLWKWKHLQWHQWLRQWKDWZLWKHQRXJKVFKRROLQJDWD\RXQJHQRXJKDJH+DQN
FRXOGFLUFXPYHQWWKHSUHYDLOLQJVXSHUVWLWLRQDQGEOLQGO\REHGLHQWQDWXUHRILQGLYLGXDOVDQG
HGXFDWH\RXQJSHRSOHLQKLVRZQLPDJH+RZHYHUWKLVVHHPVWREHDOPRVW
VHOIFRQWUDGLFWRU\7KHVH³IDFWRULHV´DUHWKHPVHOYHVHOHPHQWVRIWHFKQRORJ\DQGDVVXFKQHHG
WREHDVVLPLODWHGWRDVZHOO7KHFRQFHSWLVWKDWRQH¶VH[SHULHQFHZLWKLQWKHLUVRFLDO
VXUURXQGLQJVGHILQHVWKHLURXWORRNDQGFRQFHSWLRQVRIOLIHDUHDOUHDG\ZHOOHVWDEOLVKHGDWWKLV
SRLQW+DQNDWWHPSWVWRVXEYHUWWKLVE\UHFUXLWLQJLQGLYLGXDOVZKLOHWKH\DUHYHU\\RXQJEXW
NQRZOHGJHRIWKHQRYHOVKRZVKRZIUXLWOHVVWKLVXOWLPDWHO\EHFRPHV$IWHUWKH&KXUFKLVVXHVLWV
HGLFWRQO\\RXQJPHQUHPDLQDW+DQN¶VVLGHZLWKPDQ\PRUHUHYHUWLQJEDFNWRWKHLULQLWLDO
WUDLQLQJDQGDEDQGRQLQJKLP+DQNWKHQEHFRPHVERWKFRUUHFWDQGLQFRUUHFWDQGKLVHDUO\
H[FODPDWLRQWKDW³WKHPDQZKRZRXOGKDYHSURSRVHGWRGLYHUW>WKHPHQWDOUXWVHVWDEOLVKHGE\
WLPHDQGKDELW@ZRXOGKDYHKDGDORQJFRQWUDFWRQKLVKDQGV´ EHFRPHVPRUHSHUVLVWHQWWKDQKH
LQLWLDOO\LPDJLQHG(YHQKHLVXQDEOHWRILOOLQWKHUXWVIRUPHGE\WLPHKDELWDQGWKH5RPDQ
&DWKROLF&KXUFK+LVPDQIDFWRULHVDWWHPSWWRGHDOZLWKPDQLQDWHFKQRORJLFDOZD\PROGLQJ
KLPVKDSLQJKLPWKURXJKIRUFHRIPDQXIDFWXUHLQWRVRPHWKLQJUDWLRQDODQGXVHIXOIRUWKHVRFLHW\
WKDW+DQNZDQWVWRFUHDWH+RZHYHUPDQ¶VLQKHUHQWPDFKLQDWLRQVJRPXFKGHHSHUWKDQ+DQN
&RQQHFWLFXW<DQNHHSJ
&RQQHFWLFXW<DQNHH3J



LQLWLDOO\H[SHFWHG+HUH7ZDLQLVSRLQWLQJRXWWKDWWKHW\SHRIHGXFDWLRQWKDW+DQNRIIHUV
LQ&RQQHFWLFXW<DQNHHLVDQLPSURSHUHGXFDWLRQDVLWGRHVQRWVXSSRUWWKHHGXFDWLQJRIWKH
PDVVHVWRFKDQJHVRFLHW\EXWRQO\FUHDWHVDVHFUHWXQGHUJURXQGHGXFDWHGPLQRULW\WKDWWKHQ
DLPVWRULVHXSDQGFKDQJHWKHQDWLRQE\IRUFHZKLFKDVKDVEHHQDOUHDG\HVWDEOLVKHGLV
GRRPHGWRIDLOXUH
7ZDLQ¶VFRQFHSWLRQRIWHFKQRORJ\LVWKDWLWLVDWKLQJVRIXQGDPHQWDOWRRXUVRFLHW\DQG
H[LVWHQFHWKDWLWIRUPVDIXQGDPHQWDOSDUWRIZKRZHDUHDQGKRZZHPDNHGHFLVLRQV,IWKLVLV
WUXO\WKHFDVHWKDQWKHUHODWLRQVKLSEHWZHHQSROLWLFVDQGWHFKQRORJ\LVPXFKPRUHLQWLPDWHWKDQ
LQLWLDOO\WKRXJKW7KLVLVEHFDXVHWKLVUHODWLRQVKLSEHFRPHVPRUHWKDQWKHZD\WKDWPDQ¶V
FUHDWLRQVDIIHFWWKHVLWXDWLRQLQZKLFKKHOLYHV,WEHFRPHVWKHTXHVWLRQRIKRZPDQ¶V
IXQGDPHQWDOQDWXUHUHDFWVZLWKWKHVRFLHW\KHFUHDWHVIRUKLPVHOIDQGKRZWKLVXQGHUVWDQGLQJ
DQGXVHRIWHFKQRORJ\DQGPDFKLQDWLRQVDIIHFWVKLVOLIHLQFOXGLQJKRZKHYLHZVKLPVHOI+DQN
HYHQGHVSLWHEHLQJWUDQVSODQWHGLQWRWKHWKFHQWXU\FDQVWLOORQO\XQGHUVWDQGKLVRZQH[LVWHQFH
DQGSXUSRVHWKURXJKWKHOHQVRIWKFHQWXU\$PHULFDQWHFKQRORJ\/LNHZLVHWKHLQKDELWDQWVRI
WKHWKFHQWXU\(QJOLVKVRFLHW\FDQRQO\XQGHUVWDQGWKHLURZQH[LVWHQFHWKURXJKWKDWFRQWH[W
+RZHYHULWVKRXOGEHQRWHGWKDW+DQNGRHVKDYHVRPHGHJUHHRIVXFFHVVZLWKKLVHGXFDWLRQ
+HPDQDJHVWRFRQYHUW&ODUHQFHDQGRWKHUER\VWRKLVZD\RIWKLQNLQJWRWKHSRLQWZKHUH
WKH\HDVLO\DQGZLOOLQJO\JLYHWKHLUOLYHVIRU+DQN¶VFDXVH7KHUHLVQRPHQWLRQRIZK\WKHVH
SDUWLFXODUER\VDUHVSHFLDOEXWLWPXVWEHDVVXPHGWKDW+DQNKDVPDQDJHGWRDOWHUWKHLURZQ
WUDLQLQJPRUHHIIHFWLYHO\WKDWRWKHUV¶RUSHUKDSVLWVXJJHVWVWKDWWKHUHZLOODOZD\VEHDIHZ
DPRQJVWDSRSXODWLRQZKRVHWUDLQLQJDQGH[SHULHQFHVSXWWKHP³RXWRIWKHLUWLPH´DQGPDNH
WKHPPRUHZLOOLQJWRDFFHSWVWUDQJHDQGQHZFRQFHSWV,QDGGLWLRQWRWKLVLWDOVRVWDQGVWR
UHDVRQWKDW+DQN¶VPHWKRGVRIWHFKQRORJLFDOLQQRYDWLRQDQGHGXFDWLRQZRXOGZRUNILQHLIKH
ZHUHVXUURXQGHGE\PHQOLNHKLP7KLVLVDSHUIHFWO\UHDVRQDEOHFODLPDQGRQHWKDWLVVXSSRUWHG

E\WKHWH[W:HVHHWKDW+DQNEHIRUHKHJHWVWUDQVSRUWHGWRWKHWKFHQWXU\LVTXLWHVXFFHVVIXO
DQGKDVDODUJHDPRXQWRIPHQZLOOLQJWRZRUNXQGHUKLP+RZHYHUWKLVLVQRWWRVD\WKDW7ZDLQ
KHUHLVVXJJHVWLQJWKDWHDFKVRFLHW\KDVLWVRZQPRGHVRIDFWLRQDQGHDFKPRGHLV
UHODWLYLVWLFDOO\JRRGIRULWVUHVSHFWLYHWLPHSHULRG7ZDLQLVDWWHPSWLQJWRPDNHWKHSRLQWWKDWZKLOH
+DQN¶VPHWKRGVPD\EHDFFHSWHGLQWKHWKFHQWXU\WKHUHLVVWLOOVRPHWKLQJRIIDERXWWKHP
DQGE\UHPRYLQJWKHPIURPWKHIDPLOLDUFRQWH[WKHLVDEOHWREULQJRXWWKHSUREOHPVZLWKVXFKD
YLHZ+DQN¶VPHWKRGVRIWHFKQRORJLFDODGYDQFHPHQWDQGHGXFDWLRQDUHDSSURSULDWHLQKLV
VRFLHW\+RZHYHUWKDW¶VDWLVVXHDVZHOO:KHQWDNHQRXWRIWKHLUFRQWH[WZHFDQVHHKRZ
RIISXWWLQJWKH\PD\EH%\UHPRYLQJWKLVFRQWH[WDQGSODFLQJ+DQNLQWKHIDUSDVWZHJHWWRVHH
³EHKLQGWKHFXUWDLQ´WRWKHVRFLDODQGJRYHUQPHQWDODSSDUDWXVWKDWKDYHEHHQFUHDWHGLQRUGHUWR
PDNHVWKHVHPHWKRGVDSSURSULDWH:H¶YHEHHQSURSSLQJXSSRWHQWLDOO\REMHFWLRQDEOH
WHFKQRORJLFDOPHWKRGVDQGRQO\E\UHPRYLQJWKHLUFRQWH[WFDQZHVHHWKHPIRUZKDWWKH\UHDOO\
DUH
7KLVXQGHUVWDQGLQJDGGVDQRWKHUOHYHORIFRPSOH[LW\WRWKHOLPLWDWLRQVRIWHFKQRORJ\
H[SORUHGE\+DQN0RUJDQ,IHDFKLQGLYLGXDOLVJRYHUQHGE\D³0DVWHU6HQVH´WKDWGLFWDWHV
DFWLRQEDVHGRQSUHYLRXVH[SHULHQFHVDQGWUDLQLQJWKHQWKHLGHDRILQWURGXFLQJWHFKQRORJ\RXWRI
FRQWH[WHVSHFLDOO\ZKHQWKDWWHFKQRORJ\LVIURPRYHU\HDUVLQWKHIXWXUHLVDQLPSRVVLEOH
WDVN+DQN¶VULJKWKDQGPDQ&ODUDQFHVHHPVWRKLQWDWWKLVLGHDZKHQKHH[SODLQVWKHEDFNODVK
DJDLQVW+DQN¶VWHFKQRORJLFDODFKLHYHPHQWVDQGVRFLHWDOFKDQJHVE\WKH&KXUFK+HH[SODLQV
WKDWWKLVEDFNODVKDQGVXEVHTXHQWZDUIDUHZDVLQHYLWDEOHDQGWKDWDOOPHPEHUVRIWKLVVRFLHW\
³ZHUHERUQLQDQDWPRVSKHUHRIVXSHUVWLWLRQDQGUHDUHGLQLW,WLVLQWKHLUEORRGDQGERQHV´
7KLVPHDQVWKDWQRPDQQHURIHGXFDWLRQFRXOGUHPRYHWKLVVHOIFRQFHSWLRQIURPWKHJHQHUDO
SRSXODWLRQZLWK&ODUDQFHDQGKLVOR\DOIROORZHUVEHLQJWKHQRWDEOHH[FHSWLRQDQG+DQN¶V
&RQQHFWLFXW<DQNHH

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SURMHFWZDVGRRPHGIURPWKHYHU\EHJLQQLQJ2QHDOVRVHHVWKLVLGHDLQ7ZDLQ¶VRWKHUZRUNV
7KLVDVSHFWDOVRFRPHVWRWKHIRUHLQWKHPRVWIDPRXVSDVVDJHRI7ZDLQ¶V$GYHQWXUHVRI
+XFNOHEHUU\)LQQZKHQ+XFNGHFLGHVWKDWLQVWHDGRIWXUQLQJ-LPLQDVKHKDVDOZD\VEHHQ
WDXJKWWRGRKHZRXOGUDWKHUJRWRKHOOIRUWKHVLQRIKDUERULQJDIXJLWLYHVODYHWKDQDEDQGRQKLV
IULHQG7KLVPRPHQWLVUHYHDOLQJRI7ZDLQ¶VWKRXJKWEHFDXVHLWLVGHVFULEHVPDQ\DVSHFWVRIKLV
FRQFHSWRIKXPDQQDWXUH)LUVWWKHUHLVWKHDVSHFWRIXQZLOOLQJFKRLFH+XFNDFFHSWVWKHIDFW
WKDWKHLVJRLQJWRJRWRKHOOEHFDXVHKHLVLQFDSDEOHRIJRLQJDJDLQVWKLVH[SHULHQFHZLWK-LP
DQGWXUQLQJKLPLQ+RZHYHUWKHSXOORIERWKVLGHVVKRZKRZRSLQLRQVFDQFRPHWREHFKDQJHG
ZLWKLQ7ZDLQ¶VGHILQLWLRQRIKXPDQQDWXUH,WPLJKWEHWKRXJKWWKDWRSLQLRQVRUFKRLFHVIRU7ZDLQ
DUHWREHFRQVLGHUHGVWDWLFEXWWKLVLVQRWVSHFLILFDOO\WUXH:KLOHRXUH[SHULHQFHVGRXQIDLOLQJO\
GLFWDWHRXUDFWLRQVFHUWDLQSRZHUIXOH[SHULHQFHVFDQUHWUDLQRXUQDWXUHVDJDLQVWSUHYLRXV
H[SHULHQFHV7KLVLVZKDWLVJRLQJRQZLWKLQ+XFN¶VPLQGZKHQKHGHFLGHVWKDWKHZRXOGUDWKHU
JRWRKHOO+LVH[SHULHQFHVZLWK-LPILQDOO\ZLQRXWRYHUKLVFRQYHQWLRQDOXSEULQJLQJDQGWKH
FKRLFHLVDOUHDG\PDGHIRUKLP+XFN¶VRXWZDUGH[SUHVVLRQRIWKLVLVQRWWKHWUXHGHFLVLRQDVKH
KDGPDGHWKLVGHFLVLRQDOUHDG\ZKHQKLVH[SHULHQFHDOPRVWVXEFRQVFLRXVO\GLFWDWHGWKDWKH
ZRXOGRQO\EH³VSLULWXDOO\´IXOILOOHGDVGHVFULEHGLQ:KDW,V0DQ"E\SURWHFWLQJ-LPDQGWKDW
WXUQLQJKLPLQZRXOGJRDJDLQVW+XFN¶VRZQLQWHUHVW)URPWKLVLGHDZHFDQVHHKRZ+DQN¶V
RZQHIIRUWVZLWKWHFKQRORJ\ZHUHVLPSO\QRWDEOHWRFKDQJHWKHH[SHULHQFHVIRUWKHWKFHQWXU\
LQKDELWDQWVHQRXJKWRDFFHSWKLVWHFKQRORJ\7KLVZRXOGPDNHWKHFDVHWKDWRQHRIWKH
OLPLWDWLRQVRIWHFKQRORJ\LVLWVLQKHUHQWGLIILFXOW\LQDIIHFWLQJDFWXDOH[SHULHQWLDOFKDQJHZLWKLQ
VRFLHW\
7HFKQRORJ\DQG6RFLHW\

,WLVDWWKLVSRLQWWKDWZHFDQFRPHXQGHUVWDQGWKHUHODWLRQEHWZHHQWHFKQRORJ\DQG
VRFLHW\HVSHFLDOO\GHPRFUDFLHVWKDW0DUN7ZDLQLVSUHVHQWLQJLQ&RQQHFWLFXW<DQNHHDQGRWKHU
ZRUNV7KLVUHODWLRQFXWVWRWKHFRUHRI7ZDLQ¶VSUHVHQWDWLRQRI+DQN0RUJDQZLWKLQWKHWH[W
RI&RQQHFWLFXW<DQNHHEXWDOVRWKURXJKRXWKLVFRUSXV7ZDLQDLPVWRPDNHDODUJHUSRLQWDERXW
WKHUHODWLRQEHWZHHQVRFLHW\JRYHUQPHQWDQGWHFKQRORJ\7KLVDUJXPHQWRUHYHQFULWLTXH
VHHPVEDVHGLQ7ZDLQ¶VRZQSHUVRQDOUHODWLRQVKLSZLWKWHFKQRORJ\DQGKLVLQKHUHQWVNHSWLFLVP
UHJDUGLQJWKHIRFXVRQSURJUHVVDVWKHXOWLPDWHVRFLDOJRRG7ZDLQ¶VSHUVRQDOH[SHULHQFHVZLWK
WHFKQRORJ\DVHOHPHQWVRISURJUHVVEURXJKWKLPERWKVXFFHVVDQGUXLQ7KLVGXDOLW\RI
H[SHULHQFHVZLWKWKHLQWHJUDODVSHFWRI$PHULFDQVRFLHW\OHGKLPWRGHYHORSWKLVFRPSOH[YLHZRI
WKHUHODWLRQEHWZHHQVRFLHW\DQGWHFKQRORJ\2YHUDOOKHWUHDWHGWHFKQRORJ\ZLWKZKDW,FDOO
LQHYLWDEOHVNHSWLFLVP)RU7ZDLQWKHSURJUHVVRIWHFKQRORJ\LVQRWVRPHWKLQJWKDWFDQRUVKRXOG
EHVWRSSHG6WLOOWKLVGRHVQRWPHDQWKDWDOOQHZWHFKQRORJ\VKRXOGEHEOLQGO\DFFHSWHGEXWWKDW
LWVKRXOGEHWUHDWHGZLWKDOOWKHVNHSWLFLVPWKDWDQHZSRWHQWLDOO\GHYDVWDWLQJDVSHFWRIVRFLHW\
GHVHUYHV7KLVVNHSWLFLVPDVVHUWVWKDWRQHGRHVQRWEHFRPHOLNH+DQNDQGEOLQGO\IROORZRQH
WHFKQRORJLFDODGYDQFHDIWHUDQRWKHUZLWKQRUHJDUGVWRWKHFRQVHTXHQFHV7KLVLVWKHVXEWOHW\RI
7ZDLQ¶VDUJXPHQWDQGRQHWKDWKHEULQJVRXWTXLWHHIIHFWLYHO\ZLWKLQ&RQQHFWLFXW<DQNHH7KLV
LQHYLWDEOHVNHSWLFLVPUHJDUGLQJWKHSURJUHVVLRQRIWHFKQRORJ\UHVWVXSRQWKHIRXQGDWLRQDOWRSLFV
WKDW,KDYHDOUHDG\GLVFXVVHG7KHVHHOHPHQWVRI7ZDLQ¶VZRUNFRPELQHWRFUHDWHDIXOOSLFWXUH
RIKLVVNHSWLFLVPUHJDUGLQJWKHLQWHUDFWLRQVRIWHFKQRORJ\DQGVRFLHW\
$VZHFDQVHHLQWKHSUHVHQWDWLRQRI&RQQHFWLFXW<DQNHHWKHSURSHUDSSOLFDWLRQDQG
GHYHORSPHQWRIWHFKQRORJ\LVGHSHQGHQWRQDVRFLHW\WKDWLVVSHFLILFDOO\WDLORUHGIRUDQG
HPEUDFHVWKHSURJUHVVLRQRIWHFKQRORJ\DVDJRRG2QHRIWKHSUHYDLOLQJOHVVRQVRI
&RQQHFWLFXW<DQNHHZDVSUHFLVHO\WKDW7KHLQGLYLGXDOVZLWKLQWKHIHXGDOVRFLHW\ZHUHXQDEOHWR
DFFHSWWKHIXQGDPHQWDOVRFLHWDOFKDQJHVWKDW+DQN¶VWHFKQRORJ\PDGHQHFHVVDU\7KLVZDV

SDUWLFXODUO\HYLGHQWZKHQ+DQNDWWHPSWHGWRLQVWLWXWHDQHZPHULWEDVHGPLOLWDU\FRPPDQG
VWUXFWXUH+LVJRDOZDVWRKDYHWKHQDWLRQDODUP\EHUXQQRWE\WKHKLJKERUQNQLJKWVZKRKDG
WUDGLWLRQDOO\WDNHQWKLVUROHEXWE\KLVRZQ³:HVW3RLQW´WUDLQHGPHQ7KLVWXUQVRXWWREHRQHRI
KLVJUHDWHVWIDLOXUHV+DQNZDVXQDEOHWRKDYHKLVPHQDFFHSWHGE\WKHNLQJRUDQ\RIWKHRWKHU
NQLJKWVEHFDXVHKLVPHQZHUHQRWRIQREOHELUWK+DQNKDGWUDLQHGKLV³:HVW3RLQWHUV´LQDOORI
KLVQHZO\GHYHORSHGWHFKQRORJ\DQGE\DOOPHULWEDVHGVWDQGDUGVWKH\ZHUHLQGHHGVXSHULRUWR
DOORWKHUFRQWHQGHUV+RZHYHUWKH\ZHUHXQDEOHWREUHDFKWKHUHVWUDLQWVRQVRFLDOVWDWXVWKDW
ZHUHIXQGDPHQWDOO\LQSODFHZLWKLQWKDWVRFLHW\7KHUHIRUHLWVHHPVWKDWIRUWKHSURSHU
DSSOLFDWLRQRIWHFKQRORJ\WRDVRFLHW\WKDWVRFLHW\PXVWEHEDVHGRQDIXQGDPHQWDOO\
PHULWEDVHGVRFLDOVWUXFWXUH7KLVLVEHFDXVHWHFKQRORJ\LVWKHJUHDWHTXDOL]HU,WGRHVQRWUHO\
RQDSDUWLFXODUFODVVVWUXFWXUHIRULWVXVHQRUGRHVLWUHTXLUHDQLQGLYLGXDOWRKROGDSDUWLFXODU
SRVLWLRQZLWKLQVRFLHW\IRUWKHLPSOHPHQWDWLRQRIDQ\SDUWLFXODULQQRYDWLRQ
7KLVLVWKHIXQGDPHQWDOWHFKQRORJLFDOOHVVRQRI&RQQHFWLFXW<DQNHHEXWLWDOVRVHHPVWR
EHXQGHUPLQHGE\WKHDUJXPHQWPDGHZLWKLQ7KH$PHULFDQ&ODLPDQW,IWKHSURJUHVVLRQRI
WHFKQRORJ\LVWRRFFXULQVXFKDZD\WKDWLWGRHVQRWGHVWDELOL]HWKHVRFLHW\DQGDFWXDOO\
SURYLGHVPHDVXUHGEHQHILWVIRUWKHLQGLYLGXDOVZKRDUHOLYLQJZLWKLQWKDWVRFLHW\LWVHHPVWKDWD
SXUHO\PHULWEDVHGVRFLHW\LVWKHLGHDOORFDWLRQIRUVXFKLQQRYDWLRQ+RZHYHUZLWKLQ7KH
$PHULFDQ&ODLPDQWWKHFRQFHSWRIWHFKQRORJLFDOLQQRYDWLRQLVDOLYHDQGZHOODQGLWDOVRDSSHDUV
WKDW&RORQHO6HOOHUVPDNHVKLVHQWLUHOLYLQJPHDJHUDVLWPD\EHRIIGHYHORSLQJYDULRXV
LQQRYDWLRQV+HVHHPVWRWKULYHZLWKLQWKLVVRFLHW\7KLVGRHVQRWPHDQKHLVZLWKRXWIODZVEXW
WKH\DUHPRUHDUHVXOWRIKLVVSHFLILFFKDUDFWHUUDWKHUWKDQWKHUHVXOWRIVRPHVRFLHWDOSUHVVXUH
RUUHVWULFWLRQRQKLVWHFKQRORJLFDORXWSXW,WLVWKHQVXUSULVLQJWRILQGRXWWKDWWKLVVRFLHW\ZLWKLQ
ZKLFKWKLVLPPHQVHDPRXQWRIWHFKQRORJLFDOLQQRYDWLRQH[LVWVDQGWKULYHVLVYHU\GLIIHUHQWIURP
WKHLGHDOIRUPWKDWLVGHYHORSHGZLWKLQ&RQQHFWLFXW<DQNHH$VWKHGLVSODFHG9LVFRXQW7UDF\

TXLFNO\ILQGVRXW$PHULFDLVQRWDSXUHO\PHULWEDVHGVRFLHW\WKHUHH[LVWVDKLHUDUFKLFDOTXDOLW\
ZLWKLQWKHSHUFHLYHGSHUIHFWO\IUHHVRFLHW\
6RWKHUHQRZLVGHYHORSLQJDELWRIDFRQWUDGLFWLRQZLWKLQ7ZDLQ¶VZRUN7KHSURSHU
SURJUHVVRIWHFKQRORJ\LVQRWDIXQGDPHQWDOO\EDGWKLQJEXWLVDFWXDOO\JRRGIRUDVRFLHW\
EHFDXVHDV+DQNSRLQWVRXWLWOHDGVWRPRUHIUHHGRPIRULQGLYLGXDOVJUHDWHUFRQYHQLHQFHVDQG
RYHUDOODEHWWHUTXDOLW\RIOLIH,WVHHPVDEVXUGWRWKLQNWKDWRQHZRXOGDUJXHWKDWWKHNQLJKWVRI
WKH0LGGOH$JHVKDGDEHWWHUTXDOLW\RIOLIHWKDQWKHOLIHRI7ZDLQ¶VFRQWHPSRUDULHV7ZDLQSRLQWV
WRRQHRIWKHPDMRUGULYLQJIRUFHVRIWKLVLPSURYHPHQWEHLQJWHFKQRORJ\SRVVLEO\HYHQPRUHVR
WKDQDQ\RWKHUVRFLDORUJRYHUQPHQWDOFKDQJHEXWWKLVLVSHUKDSVJRLQJWRRIDUWRRIDVW7KH
FRQWUDGLFWLRQ7ZDLQLVGHYHORSLQJLVWKHLGHDWKDWWHFKQRORJ\UHTXLUHVDPHULWEDVHGVRFLHW\WR
WKULYHLQEXWDVRFLHW\LQZKLFKLWDFWXDOO\,6WKULYLQJDSSHDUVDWOHDVWLQLWLDOO\WREHPHULWEDVHG
LQIDFWKDUERUVPDQ\KLHUDUFKLFDOHOHPHQWV7KLVLVVXHLWVHHPVFDQEHVROYHGLQRQHRIWZR
ZD\V7KHILUVWZRXOGEHWRVD\WKDWWKHSURJUHVVLRQRIWHFKQRORJ\GRHVQRWUHTXLUHDQDFWXDO
PHULWEDVHGVRFLHW\EXWRQO\DVRFLHW\WKDWDSSHDUVWREHPHULWEDVHG7KLVVROYHVWKHSUREOHP
SRVHGE\WKHUHYHODWLRQRIWKH(DUORI5RVVPRUHLQ7KH$PHULFDQ&ODLPDQWEXWLWVHHPVWREH
JRLQJWRRIDUZLWK7ZDLQ¶VRZQVNHSWLFLVP$PRUHPHDVXUHGVROXWLRQDQGRQHWKDW,EHOLHYH
7ZDLQHQGRUVHVLVWRVD\WKDWWKHWKFHQWXU\$PHULFDQVRFLHW\LVQRWWKHLGHDOIRUPRI
JRYHUQPHQW,WGRHVQRWIXOO\SURPRWHWKHGHYHORSPHQWRIWHFKQRORJ\HLWKHUDVDVRFLDODQGPRUDO
JRRGRUDVDJRYHUQPHQWDOIRUPLQDPRUHJHQHUDOVHQVH7KLVSRVVLELOLW\DOORZV7ZDLQWRERWK
SXWIRUZDUGKLVRZQWLPHDVDPRGHORIWHFKQRORJLFDODFFHSWDQFHZKHQFRPSDUHGWRWKHWK
FHQWXU\LQ&RQQHFWLFXW<DQNHHEXWVWLOOEHDEOHWRFULWLTXHLWZLWKLQWKHFRQWH[WRI7KH$PHULFDQ
&ODLPDQW
:KHQFRXSOHGZLWKWKHIXQGDPHQWDOOLPLWDWLRQVRIWHFKQRORJ\WKDWDUHSUHVHQWHGLQERWKRI

WKHVHZRUNVZHFDQFRPHWRKDYHDIXOOXQGHUVWDQGLQJRIKRZWKHUHODWLRQEHWZHHQWHFKQRORJ\
DQGVRFLHW\DQGVSHFLILFDOO\KRZWHFKQRORJ\DQGGHPRFUDFLHVDUHGHYHORSHGDQGKRZWKH\JR
DZU\7KHOLPLWDWLRQVWKDWDUHIXQGDPHQWDOO\LPSRVHGE\WHFKQRORJ\DVGLVFXVVHGHDUOLHU
LQYROYHWKHODFNRIPRUDODVSHFWVRIWHFKQRORJ\RUPRUDOWKRXJKWWKDWLVLQYROYHGZLWK
GHYHORSPHQWDQGXVHRIWHFKQRORJ\7HFKQRORJ\FDQQRWWKLQNDQGWKHUHIRUHLWKDVQRGHILQLWLRQDO
OLPLWDWLRQVSODFHGRQLWVXVH7KLVPHDQVWKDWLWUHOLHVXSRQWKHFUHDWRURUXVHURIWKHSDUWLFXODU
DVSHFWRIWHFKQRORJ\WRHQDFWPRUDOOLPLWVXSRQLW7KLVLVSDUWRIWKHLVVXHWKDWLVEURXJKWWRWKH
IRUHZLWKLQ&RQQHFWLFXW<DQNHHDV+DQNLVQRWDEOHWRGHYHORSKLVRZQPRUDOVHQVHWRWKH
SURSHUGHJUHHVRWKDWWKHWHFKQRORJ\LVQRWXVHGWRZDUGVGHYDVWDWLQJHQGV+LVDSSOLFDWLRQRI
WHFKQRORJ\RQO\ZRUNVIRUKLVRZQEHQHILWDQG+DQNIDLOVLQXQGHUVWDQGLQJKRZWRSURSHUO\XVH
WKHVHQHZLPSOHPHQWDWLRQVLQDPRUDOZD\ZLWKRXWEULQJLQJODUJHVFDOHGHVWUXFWLRQWRWKHODQG
+DQNGRHVKDYHJRRGLQWHQWLRQVDQGKHGRHVZLVKWREULQJDERXW³DSURSHUUHSXEOLF´WR&DPHORW
EXWKHGRHVQRWKDYHDIXOOXQGHUVWDQGLQJRIWKHEHVWPHWKRGRIGRLQJVR+HQHJOHFWVWRDGGUHVV
WKHSUHYDLOLQJVRFLDOFRQGLWLRQVZLWKLQWKHIHXGDOPRQDUFK\DQGDVDUHVXOWEULQJVWKHLUHRIWKH
FKXUFKDQGWKHQRELOLW\GRZQXSRQKLP7KLVSRLQWVDW7ZDLQ¶VODUJHUXQGHUVWDQGLQJDERXWWKH
UHODWLRQEHWZHHQWHFKQRORJ\DQGVRFLHW\7KHVHGLIIHUHQWHOHPHQWVQHHGWRHYROYHWRJHWKHUVR
WKDWWKHDSSURSULDWHVRFLDOVWUXFWXUHLVLQSODFHWRUHVWUDLQDQGWHPSHUWKHHIIHFWVRIWHFKQRORJ\
7KLVLVHVSHFLDOO\WUXHZLWKUHJDUGVWRPLOLWDU\WHFKQRORJ\DVWKHUHVXOWRIXQUHVWUDLQHGPLOLWDU\
WHFKQRORJ\LVGHDWKDQGGHVWUXFWLRQ7KLVDVSHFWLVUHIOHFWHGERWKLQ7ZDLQ¶VILFWLRQDOZRUNVDQG
LQKLVSHUVRQDOOLIHDV7ZDLQZDVSUHVHQWIRUDVPDOODPRXQWRIWKH&LYLO:DUDQGZDVYHU\WLHG
WRWKHLQWHUQDOSROLWLFVRIKLVGD\:LWKLQ&RQQHFWLFXW<DQNHHWKLVOHDGVWRWKHGLIILFXOW\RIWKH
UDWLRQDOLW\WKDW,KDYHDOUHDG\PHQWLRQHGDQGEHFRPHVWKHIRFDOSRLQWRI$PEOHU¶VDUWLFOH%\
GHQ\LQJWKHUDWLRQDOLW\RIWKHPHPEHUVRIWKH$UWKXULDQVRFLHW\+DQNPDQDJHVWRSXWKLPVHOILQD
SRVLWLRQRIPRUDOVXSHULRULW\RYHUWKHNQLJKWVDQGRWKHUPHPEHUVRIWKHQREOHFODVV7KLVPRUDO
VXSHULRULW\DOORZVKLPWRNLOONQLJKWVDQGRWKHUPHPEHUVRIVRFLHW\ZLWKRXWDQ\UHSHUFXVVLRQVRU

PRUDOJXLOW7KLVFRPHVXSDWYDULRXVSRLQWVZLWKLQ&RQQHFWLFXW<DQNHHZKHUH+DQNPRZVGRZQ
NQLJKWVDWDWRXUQDPHQWZLWKDSDLURIVL[VKRRWHUVEORZVXSNQLJKWVZLWKDQLPSURYLVHG
G\QDPLWHERPEDQGFXOPLQDWHVLQWKHPDVVLYHGHVWUXFWLRQDWWKH%DWWOHRIWKH6DQG%HOW7KLV
UHSUHVHQWVWKH³WXUQ´LQ&RQQHFWLFXW<DQNHHIURPWKHSOD\IXOKXPRURIWKHILUVWKDOIGHJUDGLQJ
LQWRWKHKRUULILFFRQVHTXHQFHVRIWKHILQDOFKDSWHUV 7KHVHHYHQWVDUHWUHDWHGZLWKGHFUHDVLQJ
OHYHOVRILQGLIIHUHQFHE\+DQNZLWKKLPLQLWLDOO\WUHDWLQJWKHNLOOLQJRIGR]HQVRINQLJKWVDWWKH
WRXUQDPHQWDVDWULYLDOLW\DQGHYHQJORU\LQJLQWKHDGXODWLRQWKDWLVODXGHGXSRQKLP+HWKHQ
WUHDWVKLVGHVWUXFWLRQRIWKHWZRNQLJKWVZLWKDVLPLODUDPRXQWRIWULYLDOLW\EXWZLWKRXWWKH
LPPHGLDWHJORU\KHGHVFULEHVFDOPO\VWDQGLQJXQGHUWKHUDLQRIPLQXVFXOHSDUWLFOHVRIPDQDQG
KRUVHIOHVKFKDWWLQJZLWK.LQJ$UWKXU7KHVHWZRYHU\FDVXDOWUHDWPHQWVRI+DQN¶VNLOOLQJRI
NQLJKWVDUHGLUHFWO\FRQWUDVWHGZLWKWKHGHVWUXFWLRQKHFDXVHVDWWKH%DWWOHRIWKH6DQG%HOW7KLV
EDWWOHLVWUHDWHGVREHUO\ZLWKWKHJUDYHUHDOL]DWLRQRIKLVQHDUO\VLQJOHKDQGHGGHVWUXFWLRQRIDQ
HQWLUHDUP\RI.QLJKWV7KHKRUURURIWKLVVLWXDWLRQLVEURXJKWIXOO\LQWRYLHZDV+DQNDQGWKH
UHPDLQGHURIKLV³ER\V´DUHWUDSSHGLQWKHFDYHWKDWWKH\PDGHWKHLUODVWVWDQGIURP7KLVWXUQV
LQWRDKRUULILF&DWFKEHFDXVHLIWKH\OHDYHWKHFDYHWKH\ZLOOEHNLOOHGRQVLJKWE\WKH
UHPDLQLQJNQLJKWVDQGWKHPHPEHUVRIWKHFKXUFKEXWLIWKH\UHPDLQLQWKHFDYHWKHIXPHVIURP
WKHPDVVLYHSLOHVRIURWWLQJFRUSVHVRXWVLGHWKHLUFDYHZLOOVXIIRFDWHWKHP7KLVFKDQJHLQ
DWWLWXGHDQGWRQHIURPWKHVLPSOHDGXODWLRQUHFHLYHGDWWKHWRXUQDPHQWWRWKHKRUURURIWKH6DQG
%HOWLVLQGLFDWLYHRIWKHODFNRIDPRUDOVKLIWWKDWLVQHFHVVDU\ZLWKVXFKDODUJHLQIOX[RIQHZ
WHFKQRORJ\7KLVLVWHFKQRORJ\LQWHUDFWLQJSRRUO\ZLWKVRFLHW\DQG+DQNIDLOVWRFUHDWHWKH
VRFLHW\WKDWZLOOSURSHUO\DFFHSWDQGOLPLWWHFKQRORJ\+HLQVWHDGFUHDWHVDFXOWXUHRIPDJLF
ZKHUHLQHYHU\WHFKQRORJLFDODFKLHYHPHQWDFKLHYHGLVWUHDWHGDVDQDFWRIPDJLFDQGQR
XQGHUVWDQGLQJLVHYHUJUDQWHGWRWKHFLWL]HQV+DQNLVSXWLQWKHSRVLWLRQRIDJRGDQLQIDOOLEOH
DQGRPQLSRWHQWPDJLVWUDWHZKRLVJLYHQIUHHUHLQWRGRQHDUO\DQ\WKLQJKHZDQWVZLWKWKH
7KLVWXUQLVRQHRIWKHPDLQIRFXVHVRIWKH=XFNHUWV¶DUWLFOH


FRXQWU\7ZDLQXVHV+DQN¶VVRFLDOSRVLWLRQLQFRQMXQFWLRQZLWKWKHHIIHFWVRIKLVWHFKQRORJLFDO
LPSOHPHQWDWLRQVWRPDNHDODUJHUSRLQWDERXWWKHXVHRIWHFKQRORJ\LQVRFLHW\7KHSUREOHPZLWK
+DQN¶VLPSOHPHQWDWLRQRIKLVLQQRYDWLRQVLVWKDWKHGLGQRWHGXFDWH+HFRQWLQXDOO\SDVVHVRII
KLVDELOLWLHVDVPDJLFDQGHYHQJRHVVRIDUDVWRRUFKHVWUDWHODUJHSXEOLFLW\VWXQWVLQRUGHUWR
SHUSHWXDWHWKLVEHOLHILQWKHSXEOLF+HPDNHVQRDWWHPSWWRHGXFDWHWKHJHQHUDOSXEOLFVRWKDW
WKH\EHFRPHDFFHSWLQJRIKLVWHFKQRORJLFDOLQQRYDWLRQV+HUHVWULFWVKLVDGYDQFHG
WHFKQRORJLFDOHGXFDWLRQWRWKHFKRVHQIHZZKRKHZKLVNVRIIWRWKH³PDQIDFWRULHV´ZKHUHWKH\
JHWFKXUQHGLQWRQRWVRSHUIHFWGLVFLSOHVRI+DQN¶VWHFKQRORJLFDOSURZHVV7KLVLVSUHFLVHO\WKH
ZURQJZD\WRLQWHJUDWHWHFKQRORJ\LQWRVRFLHW\DQG7ZDLQXVHVWKLVDVDFRXQWHUH[DPSOH
EXLOGLQJDOORI+DQN¶VDFWLRQVXSWRWKHLQHYLWDEOHFDWDVWURSKLFHQG%\IDLOLQJWRHGXFDWHWKH
SRSXODWLRQDWODUJH+DQNIDLOVWRIXOILOODQRWKHUVRFLHWDOUHTXLUHPHQWIRUWKHSURSHUHPEUDFHRI
WHFKQRORJ\7KHJHQHUDOSRSXODWLRQPXVWEHERWKDZDUHRIDQGVXSSRUWLYHRIWKHSURJUHVVWKDW
WKLVVRUWRIWHFKQRORJLFDOLQQRYDWLRQRIIHUV7KHHVVHQWLDOPHDQVWRDFFRPSOLVKWKLVLVE\
SURYLGLQJRSHQHGXFDWLRQIRULQGLYLGXDOVVRWKDWWKH\KDYHDSHUVRQDOUHODWLRQVKLSZLWK
WHFKQRORJ\DQGWKHVNLOOVWRHLWKHUGHYHORSDGGLWLRQDOWHFKQRORJ\WKHPVHOYHVRUREWDLQVNLOOVWR
ZRUNZLWKWKHQHZWHFKQRORJ\+DQNIDLOVWRGRWKLVDQGLVOHIWZLWKDVRFLHW\ODFNLQJLQWZRRIWKH
PRVWLPSRUWDQWDVSHFWVUHTXLUHGIRUWKHDFFHSWDQFHRIWHFKQRORJLFDOLQQRYDWLRQ7KHPHPEHUVRI
WKLV$UWKXULDQVRFLHW\H[LVWZLWKLQDKLHUDUFK\WKDWLVQRWEDVHGRQWKHUHTXLUHGPHULWRFUDF\DV
ZHOODVQRWIDPLOLDUHQRXJKZLWKWKHDSSOLFDWLRQRIWHFKQRORJ\WRDFFHSWLWVFRPPRQXVH7KH
IDPRXV$UWKXU&&ODUNHSKUDVHFRPHVWRPLQGZKHUHLQWKHVHWKFHQWXU\LQGLYLGXDOVZHUH
XQDEOHWRGLVWLQJXLVK+DQN¶V³VXIILFLHQWO\DGYDQFHGWHFKQRORJ\´ IURPPDJLF

'HPRFUDF\DVWKH7HFKQRORJLFDO*RYHUQPHQW
7KLVLVDSDUDSKUDVHRI&ODUNH¶VIDPRXV7KLUG/DZZKLFKVWDWHV³$Q\VXIILFLHQWO\DGYDQFHGWHFKQRORJ\LV
LQGLVWLQJXLVKDEOHIURPPDJLF´


+RZHYHUZHKDYHDWWKLVSRLQWRQO\VKRZQWKDWWKHWKFHQWXU\ZDVLOOHTXLSSHGWR
XQGHUVWDQGRUUHDFWWRWKHLQIOX[RIWHFKQRORJ\WKDW+DQNSRUWUD\HGIRUWKHP7ZDLQDOVRVHHPV
WREHPDNLQJWKHDUJXPHQWWKDWDWOHDVWLQVRPHZD\$PHULFDQGHPRFUDF\GHVSLWHLWVIODZVLV
EHWWHUVXLWHGIRUWKLVW\SHRIWHFKQRORJLFDOGHYHORSPHQWWKDQRWKHUFRQWHPSRUDU\VRFLHWLHV7KLV
$PHULFDQGHPRFUDF\ZKLFKLVVRRSHQWRWKHQHZLGHDVRISURJUHVVFUHDWHGE\WHFKQRORJ\LV
PRVWRYHUWO\FRQWUDVWHGZLWKWKH(QJOLVKJRYHUQPHQWZKLFK7ZDLQEHOLHYHVWREHLQLWVSUHVHQW
VWDWHXQDEOHWRIXOO\HPEUDFHWKLVW\SHRIWHFKQRORJLFDOLQQRYDWLRQ7KLVLVSRUWUD\HGLQVHYHUDO
ZD\VILUVWLVWKHIXQGDPHQWDOSLFWXUHRIWKHWZRVRFLHWLHVJLYHQZLWKLQ7KH$PHULFDQ&ODLPDQW
+HUHWKH%ULWLVKDQG$PHULFDQVRFLHWLHVDUHH[SOLFLWO\FRPSDUHGHVSHFLDOO\ZLWKUHJDUGVWRWKHLU
WHFKQRORJLFDODFKLHYHPHQWV7ZDLQDOVRVOLSVLQDQXPEHURILQWHQWLRQDOFULWLTXHVRI(QJOLVK
VRFLHW\DQGWKHLUDQWLTXDWHGZD\VLQWR&RQQHFWLFXW<DQNHH8QGHUVWDQGLQJWKHVHZLOOKHOS
XQGHUVWDQGZKDWH[DFWO\LVKROGLQJWKHPEDFNIURPHPEUDFLQJWKHEHQHILWVRIIXOOIOHGJHG
WHFKQRORJLFDOLQQRYDWLRQ)LQDOO\ZHKDYHWRDGGUHVVWKHOLPLWDWLRQVRIWKH$PHULFDQGHPRFUDF\
DVZHOO:KLOH7ZDLQWKLQNVWKDW$PHULFDQGHPRFUDF\LVFXUUHQWO\WKHPRVWIDYRUDEOH
JRYHUQPHQWIRUWHFKQRORJLFDOSURJUHVVWRIORXULVKWKLVGRHVQRWPHDQWKDWKHKDVQRFULWLTXHV
7ZDLQ¶VFULWLFLVPVRIWKH$PHULFDQJRYHUQPHQWDUHERWKQXPHURXVDQGFXWWLQJ+RZHYHU,ZLOO
PDLQO\FRQFHUQP\VHOIZLWKWKHSDUWLFXODUFULWLTXHVWKDWDLPWRSUHYHQWWKHSURSHULQQRYDWLRQIURP
GHYHORSLQJDQGOHDYHWRWKHVLGHVRPHRIKLVRWKHUFULWLTXHVRIWKLVVRFLHW\
7KHIXQGDPHQWDOFRPSDULVRQEHWZHHQ7ZDLQ¶VSRUWUD\DORIWKH$PHULFDQDQG%ULWLVK
VRFLHWLHVLQ7KH$PHULFDQ&ODLPDQWDOORZVXVWRXQGHUVWDQGKRZ7ZDLQYLHZVWKHVHWZR
VRFLHWLHVHYHQWKRXJKWKH\DUHSRUWUD\HGLQDQH[DJJHUDWHGDQGFDULFDWXUHGPDQQHU7KH
$PHULFDRIWKLVQRYHOLVRQHWKDWRIIHUVWKHDSSHDUDQFHRIXQSUHFHGHQWHGRSSRUWXQLWLHV:KLOH
WKLVODWHUSURYHVWREHXQWUXHWKHDSSHDUDQFHVWDQGVDQG&RORQHO6HOOHUVLVWKHJUHDWHVW

H[DPSOHRIWKLV+HUHSUHVHQWVWKHSRWHQWLDOWKDWXQOLPLWHGWHFKQRORJLFDOJURZWKDOORZVDQGKLV
PXOWLWXGHRIIDQWDVWLF\HWLPDJLQHGWHFKQRORJLFDOLQQRYDWLRQVJLYHWKHSLFWXUHRIDQ$PHULFD
ZKHUHDQ\LQGLYLGXDOFDQPDLQWDLQDSURVSHURXVOLIHVW\OHWKURXJKWKHLQGLYLGXDOFUHDWLRQRI
WHFKQRORJ\7KLVLVWKHODQGRIWKHLQGLYLGXDOLQQRYDWRUWKHODQGSRSXODWHGE\1LNROD7HVODDQG
7KRPDV(GLVRQ6HOOHUVLVDFRPELQDWLRQRIWKLVLGHDDQGDPXVLQJLQFRPSHWHQFHZKLFKPDNHV
6HOOHUVVXFKDQLQWHUHVWLQJFKDUDFWHU+HVSRQWDQHRXVO\UHSUHVHQWVERWKHOHPHQWVRI$PHULFDQ
VRFLHW\IRUWKHSXUSRVHVRIWKHQRYHOWKHWHFKQRORJLFDODGYDQFHPHQWDQGIRFXVRQSHUVRQDO
DFKLHYHPHQWEXWDOVRWKHUHVXOWRIDPELWLRQVWUHWFKHGWRRIDU+LVLQYHQWLRQVDUHIDQWDVWLFDO
LQFOXGLQJDSODQIRUUDLVLQJWKHGHDGIRUXVHDVDFKHDSQHZODERUIRUFHDQGIRUWXUQLQJVHZHU
JDVLQWRSRZHUIRUERDUGLQJKRXVHV DQGWKHUHE\FOHDUO\LPSRVVLEOHDWOHDVWIRU7ZDLQ¶V
FRQWHPSRUDU\DJH+LVDPELWLRQUHJDUGLQJWKHVHSURMHFWVFDXVHVKLPWRDOZD\VEHORRNLQJ
WRZDUGVWKHILQDQFLDOJDLQRQWKHKRUL]RQQHJOHFWLQJWKHEXUGHQVRIWRGD\)URPWKLVZHFDQ
GHULYHWKHIXQGDPHQWDO1RUWKEDVHG$PHULFDQLGHQWLW\WKDWLVEHLQJSUHVHQWHGLQFUHGLEO\
RSWLPLVWLFZLWKXOWLPDWHIDLWKLQWHFKQRORJLFDOSURZHVVEXWDWWKHVDPHWLPHQHJOHFWLQJWRIXOO\
XQGHUVWDQGWKHFXUUHQWSUREOHPVZLWKWKHODUJHUVRFLHW\7KHVHSUREOHPVLQFOXGHDOORIYDULRXV
SRVW&LYLO:DULVVXHVWKDW7ZDLQDLPVWRGUDZDWWHQWLRQWRLQKLVRWKHUQRYHOVWKHUDFLDO
LQHTXDOLWLHVWKDWVWLOOUHPDLQWKHSRYHUW\RIWKH6RXWKWKHSUREOHPVZLWK5HFRQVWUXFWLRQDQGWKH
FRQWLQXLQJGLYLGHEHWZHHQWKH1RUWKDQG6RXWKGHVSLWHWKHUHVROXWLRQRIWKHZDU7KLV
XQGHUVWDQGLQJLQGLFDWHVRQHRIWKHPDMRUOLPLWVRQVRFLHW\EDVHGRQWHFKQRORJLFDOSURJUHVVDQG
UHPRYHVWKHFRPPXQDOIHHOLQJVRIVRFLHW\DQGUHSODFHVWKHPZLWKDZDQWIRUSURJUHVV7KLV
SXWVDWHFKQRORJLFDOVRFLHW\LQIXQGDPHQWDOFRQIOLFWZLWKDQ\QRQWHFKQRORJLFDORQHDV
HYLGHQFHGE\WKHSUREOHPVLQWKH1RUWKDQG6RXWKIROORZLQJWKH&LYLO:DUXQWLOWKH6RXWKZDV
PRUHIXOO\LQGXVWULDOL]HG
,Q\HWDQRWKHULQWHUHVWLQJLQVWDQFHRI7ZDLQSUHGLFWLQJWKHIXWXUHDUHFHQWLQQRYDWLRQPD\PDNHWKLVD
SRVVLELOLW\LQRXUPRGHUQDJHKWWSLRFRPEUHDNWKURXJKWHFKQRORJ\WXUQVVHZDJHLQWRIXHO


,QFRQWUDVWWRWKLV1RUWKHUQFRQFHSWLRQZHDUHSUHVHQWHGZLWKWKHSLFWXUHRI(QJOLVKOLIH
WKURXJKWKH(DUORI5RVVPRUH7KH(QJOLVKVRFLHW\LVEDFNZDUGORRNLQJDVRFLHW\WKDWLVVWLOO
DWWHPSWLQJWRKROGRQWRWKHJORULHVRIWKHLUFDVWHV\VWHPHYHQWKRXJKWKHZRUOGLVFKDQJLQJ
DURXQGWKHP7KLVLV(QJODQGDWWKHKHLJKWRIKHULPSHULDOFODLPWRWKHZRUOG\HW7ZDLQSRUWUD\V
WKH(QJOLVKVRFLHW\DVIXQFWLRQLQJRQO\DVDUHVXOWRIJHQHUDOO\DFFHSWHGEXWRWKHUZLVH
EDVHOHVVVRFLDOQRUPV7KH(DUORI5RVVPRUHXQGHUVWDQGVKLVSRVLWLRQZLWKUHJDUGVWRWKHRWKHU
PHPEHUVRIWKH(QJOLVKVRFLHW\DQGWKHZRUOGDWODUJHDQGVHHVKLPVHOIDVWKHLUVXSHULRU7KLV
OHDGVWRKLVFRQWLQXDOGLVPLVVDORIWKHFODLPVRI&RORQHO6HOOHUVDQGDOORIWKHRWKHUFODLPDQWVWKDW
FDPHEHIRUHKLP+LVVRQ7UDF\LQLWLDOO\EHOLHYHVKLVIDWKHU¶VDVVHUWLRQVEXWEHJLQVWRKDYHKLV
GRXEWV+HZDQWVWRRZQKLVVWDWXVDQGWUDYHOVWR$PHULFDLQRUGHUWRPDNHKLVRZQZD\%\
GRLQJWKLVKHPDQDJHVWRGLVSOD\DOPRVWEHWWHUWKDQKLVIDWKHUGRHVWKHDWWLWXGHRIWKH³2OG
:RUOG´+HLVGLVPLVVLYHRIKLVRZQLQKHULWHGZHDOWKDQGVWDWXVEXWKHVWLOOEHOLHYHVKLPVHOI
EHWWHUWKDQWKH$PHULFDQVDVKLVLQLWLDODVVXPSWLRQLVWKDWKHZLOOEHDEOHWRFRPHWR$PHULFD
JDLQHPSOR\PHQWDQGREWDLQVWDWXVVLPSO\WKURXJKWKHYLUWXHRIKLVDFWLRQV+HEHOLHYHVWKDW
HYHQZLWKRXWKLVWLWOHDQGZLWKRXWKLVLQKHULWHGVWDWXVKHLVEHWWHUWKDQWKHPDMRULW\RI$PHULFDQV
DQGZLOOEHUHFRJQL]HGDVVXFK+LVIDWKHUGRHVQRWVHHPWRVKDUHWKLVYLHZDQGXQGHUVWDQGV
WKDWKLVSRVLWLRQDV(DUOLVEDVHGRQWKHVRFLDOVWUXFWXUHRI(QJODQG7KLVOHDGVKLPWRFRQWLQXDOO\
GLVPLVVWKHFODLPVRI6HOOHUVEHFDXVHKHNQRZVWKDWLIKHOHQGVDQ\FUHGLELOLW\WRWKLVDWWHPSW
KHZLOOXQGHUPLQHWKHLQVWLWXWLRQWKDWVXSSRUWVKLVH[LVWHQFH,WLVWKLVVRFLDOVWUXFWXUHWKDW
SUHYHQWV(QJODQGIURPHQMR\LQJWKHWHFKQRORJLFDOSURJUHVVWKDW$PHULFDGRHV7KH\ODFNWKH
PHULWEDVHGVRFLHW\WKDWLVQHFHVVDU\WRSURPRWHLQGLYLGXDOWHFKQRORJLFDODFKLHYHPHQWDQG
LQVWHDGIRFXVRQWKHPDLQWHQDQFHRIROGHULQKHULWHGFXVWRPV7KHVRFLDOKLHUDUFK\LVHVWDEOLVKHG
VRWKDWELUWKLVYDOXHGRYHUDFKLHYHPHQWDQGWKLVLVDQHFHVVDU\SUHFRQGLWLRQWRUHDSWKHIXOO
EHQHILWVRIWHFKQRORJLFDOSURJUHVV

6LPLODUFULWLTXHVRIWKH(QJOLVKJRYHUQPHQWDOVRFRPHRXWLQ&RQQHFWLFXW<DQNHH$V,
KDYHDOUHDG\SRLQWHGRXW+DQNFODLPVWKDWDELUWKULJKWEDVHGJRYHUQPHQWHVSHFLDOO\RQHZLWKD
ULJLGFODVVVWUXFWXUHLVLQFRPSDWLEOHZLWKWKHGHYHORSPHQWRIWKHIXOOUDWLRQDOLW\RIDQLQGLYLGXDO
7KLVJHWVIXOO\H[SODLQHGLQWKHFKDSWHUZKHUH+DQNLVSURYLGLQJWKHIHDVWIRUWKHYDULRXV
DUWLVDQV7KLVLVZKDW,KDYHGHHPHGWREHWKH³'HPRFUDWLF$UURJDQFH´DV+DQNYLHZV
GHPRFUDF\DVWKHRQO\V\VWHPRIJRYHUQPHQWWKDWDOORZVPDQWRGHYHORSWRKLVIXOOSRWHQWLDO
:LWKLQWKLVXQGHUVWDQGLQJRUHYHQ³DUURJDQFH´+DQNDQGE\H[WUDSRODWLRQ7ZDLQFRPHVWR
HODERUDWHRQWKHJUHDWHUSRLQWPDGHLQ7KH$PHULFDQ&ODLPDQW(QJODQGLVVWXFNLQDWKFHQWXU\
PLQGVHWKHDUNHQLQJEDFNWRDQGLGHDOL]LQJWKHVHWLPHVDQGWKLVSUHYHQWVWKHPIURPIXOO\
DGYDQFLQJ7KHUHIRUHRQHRIWKHODUJHUSXUSRVHVWRWKHZULWLQJRI&RQQHFWLFXW<DQNHHLVWR
SURYLGHDQDOWHUQDWHFRQWH[WWRWKHZRUNVRI6LU7KRPDV0DORU\ ZKRVHLGHDOL]HGSLFWXUHRI
&DPHORWKDGEHFRPHLQFUHGLEO\SRSXODULQERWK(QJODQGDQGLQSDUWVRI$PHULFDDWWKHWLPHRI
7ZDLQ¶VZULWLQJ7ZDLQDOVRDLPVWRVKRZWKDWWKH0LGGOH$JHVZHUHQRWDVFOHDUFXWDQGVLPSOH
DV0DORU\SRUWUD\VDQGE\GRLQJVRKRSHVWRHLWKHUSHUVXDGHVRPH%ULWLVKUHDGHUVWKDW
SHUKDSVWKHLUKLVWRULFDODSSURDFKWRJRYHUQPHQWZDVQRWWKHEHVWRUIDLOLQJWKDWWRHGXFDWHKLV
$PHULFDQUHDGHUVDVWRZK\VXFKDQDSSURDFKZDVSUREOHPDWLF
'HVSLWHVXFKFULWLTXHRIWKH(QJOLVKJRYHUQPHQW7ZDLQLVQRWPDNLQJWKHFODLPWKDW
WKH$PHULFDQJRYHUQPHQWLVIODZOHVV7ZDLQ¶VRZQF\QLFDOQDWXUHZRXOGSUHYHQWKLPIURP
PDNLQJDQ\VWDWHPHQWRIWKLVVRUW7KH$PHULFDQGHPRFUDF\LVVWLOOIODZHGDQGHYHQWKHQDWXUDO
JRRGQHVVRIWHFKQRORJ\LVQRWDSSDUHQWIRU7ZDLQ+RZHYHUWKHDGYDQFHPHQWRIWHFKQRORJ\
GRHVSURYLGHIRUPRUHRIWKHFRQYHQLHQFHVRIOLIHWKDWKHDWWULEXWHVWRVRFLHWDOVXFFHVVDQG
GRHVQRWVXEWUDFWIURPWKHUDWLRQDOSRWHQWLDORILQGLYLGXDOV7ZDLQ¶VJHQHUDOSRVLWLRQRQ
6HH)RRWQRWH


WHFKQRORJ\LVWKDWLWVSURJUHVVLVLQHYLWDEOHUHJDUGOHVVRIWKHJRYHUQPHQWRUWKHLQGLYLGXDOEXWLW
LVXQGHUDSURSHUJRYHUQPHQWWKDWLWFDQSURJUHVVZLWKWKHOHDVWDPRXQWRIKDUP7KH%ULWLVK
JRYHUQPHQWLVWRREDFNZDUGVORRNLQJWRDQWLFLSDWHWKHKDUPDVVRFLDWHGZLWKWKHLPSOHPHQWDWLRQ
RIWHFKQRORJ\7KH$PHULFDQJRYHUQPHQWLVEHWWHUEXWLWVIRFXVRQLQGLYLGXDOPHULWDOORZVIRU
WKLQJVWRVOLSWKURXJKWKHFUDFNV7KHGLIILFXOW\WKDW7ZDLQVHHVLQ$PHULFDQVRFLHW\LVWKDWLWV
IRFXVRQPHULWDQGIUHHGRPIRUWKHLQGLYLGXDOGRHVQRWFUHDWHDVLWXDWLRQZKHUHWHFKQRORJ\LV
SURSHUO\FKHFNHGE\WKHPRUDOIHHOLQJVRIVRFLHW\7KLVLVHYLGHQFHGZLWKLQ7ZDLQ¶VFRDXWKRUHG
QRYHO7KH*LOGHG$JH:KLOHEHLQJQRQWHFKQRORJLFDOLQQDWXUHLWGRHVPDQDJHWRVKRZWKH
FRUUXSWLQJHOHPHQWVRIDSXUVXLWDIWHUZHDOWKDQGVWDWXV,QFRPELQDWLRQZLWK&RQQHFWLFXW
<DQNHHDQGVRPHRIWKHFRQWHPSRUDU\HYHQWVRIERWKWKH&LYLO:DUDQGWKH3KLOLSSLQH$PHULFDQ
ZDUZKLFK7ZDLQYHKHPHQWO\RSSRVHGWKHVHHOHPHQWVFRPELQHWRFUHDWHDSLFWXUHRIKRZ
7ZDLQYLHZHGZDUIDUHDQGRI$PHULFD¶VXOWLPDWHIDLOLQJVLQWHPSHULQJWHFKQRORJ\,QERWK7KH
:DU3UD\HUDQG&RPPHQWVRQWKH0RUR0DVVDFUHWZRRI7ZDLQ¶VODWHZULWLQJVUHJDUGLQJWKH
ZDULQWKH3KLOLSSLQHV7ZDLQHPSKDVL]HVWKHGHVWUXFWLYHFKDUDFWHULVWLFVRIWKHPLOLWDU\
WHFKQRORJ\WKDWZHUHEHLQJXWLOL]HGDJDLQVWWKH3KLOLSSLQHV¶LQKDELWDQWV7KLVGHVWUXFWLRQVKRZV
KRZ7ZDLQ¶VFRQFHSWRIWKHSURSHUSODFHRIWHFKQRORJ\EHFRPHVFRUUXSWHGZKHQDQDWLRQLV
XQDEOHWRSODFHWKHSURSHUPRUDOOLPLWVRQLW
7KHVROXWLRQWRWKHH[FHVVHVRIDWHFKQRORJLFDOVRFLHW\WKDW7ZDLQGHYHORSVLV
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